INTERIOR DEPARTMENT APPROPRIATIONS FOR 1952 


FRIDAY, JUNE 1, 1951 


Unrrep States SENATE, 
SUBCOMMITTEE OF THI 
COMMITTEE ON APPROPRIATIONS, 
Washington, Pot kr. 
The subcommittee met, pursuant to recess, in room F-39, the Cap- 
itol, Hon. Carl C. Hayden, chairman of the subcommittee, presiding. 
Present: Senators Hayden, McCarran, O’Mahoney, Ellender, 
Wherry, Cordon, Young, and Malone. 
Senator HAYpEN. The committee will be order, 
We will be pleased to hear vou, lady. 


STATEMENT OF HON. REVA BECK BOSONE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF UTAH 


RESTORATION OF HOUSE FLOOR CUTS URGED 


Representative Bosonr. Thank you, Mr. Chairman. 

Mr. Chairman and members of the Interior Appropriations Com 
wiittee, it is a pleasure to appear again before you. It is a pleasure 
to appear before you gentlemen of this committee because you happen 
to be favorites of mine on this side of the Capitol. 

First of all, I want to refresh some of your memories on some facts 
relative to the intermountain west and to Salt Lake City and Utah. 

Utah produces one-third of the Nation’s newly mined copper. It 
supplies large quantities of Jead, zinc, silver, and a considerable 
:mount of gold. 

(Gentlemen of the committee, I am familiar with mines and mining 

the State of Utah, and L have been since I was a little girl because 

father spent a great deal of money on assessments in those western 
nes. IT sometimes wish that I had the money he sank into assess 

ments. Life would be a little easier for me even in Washington if 
iad it. 

Less than a year ago a new $16,000,000 copper-refining plant was 

t near Salt Lake City. This is near the Arthur and the Magna 
nts. It isa tremendous operation. 

Then there is a new sulfuric acid plant, near Salt Lake City. in 

easing the size of existing facilities and costing 87,000,000, which 

s opened also less than a vear ago. The demand for sulfuric acid 
o great that the company is now doubling the present plant. 
You remember that Geneva Steel, which is about 45 miles south 
Salt Lake City, is one of the large plants of the Nation, process- 
¢ 130,000 tons of ingot steel and casting steel each month. 
\nd Columbia Steel produces quantities of pig iron. 
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COAL AND OIL PRODUCTION OF UTAH 


Utah produces about 600,000 tons of coal a month, and I am fa: 
iar with this because when I first began to practice law, it was in 1 
coal region of Utah; and 1,000,000 tons a month with present fa 
ities is not impossible. 

Five oil refineries around Salt Lake City process almost 2,000, 
barrels of crude oil each month, and millions of dollars have be 
spent in military installations. One of the biggest naval bases 
the whole country is in Utah between Ogden, Utah, and Salt L 
City, and there is one of the biggest arsenals and also one of the 1 
important air bases. 

Then we have Tod Park that repairs hundreds of the huge ta 
that have been used the past few months in Japan. 

Then we have $22 million being currently spent on undergro 
storage developments in the Dugway area in western Utah. 

You know, it was Dugway where they learned the firefighting { 
the last war that was used in the South Pacific. Now they are go 
to spend yearly about $22 million there because it is the research cei 
ter of the military in the United States. This installation is not | 
from Salt Lake City. 

Last week you remember a hundred tons of TNT were used the) 
which exploded in underground research at Dugway, and they sa 
the force of it was like an atomic bomb. 

As to our food, our stockyards handle 40,000 cattle and calves es 
month, in addition to more than 30,000 sheep and 125,000 hogs. 

The point of all this is that the wide open spaces are producing in 
quantity minerals which are needed in defense production. 

This also means that the West is producing food. This also mea 
that the West is doing its share to bolster the economy of the who! 
Nation. 

It is sometimes pretty difficult for people from other parts of 
Nation to realize how valuable we are. 

It also means that the West is bearing perhaps more than its share 
of the national defense, because we have given up some of our fines 
and most tillable lands, in that arid country to the defense. 

Salt Lake City is the hub of the railroads, airlines, and highway 
connections to Los Angeles, San Francisco, Portland, and Seattle. 

This is the part that is so dear to me: You know, when T first rai 
for Congress I said, “I shall do everything in my power to attai 
international peace, and the next thing will be to study and conserve 
and do all I can for the wisest use of our natural resources.” 

Twenty years ago I was on a State board in the State of Utah, -_ 
the Utah Research Foundation, and T was ver v much intereste: 

that time in the oil shales of eastern Utah, which is now ebdocing 
ilacae of dollars, and I was interested in coal research. I was 11 
terested in what our natural resources mean to our very living and to 
our lives, and I have long since had a conviction of what it means to 
the future generations. 

The preservation and the wise use of our natural resources makes 
certain—and we forget this—that the men fighting to preserve th 
country will have something to come home to. 
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HOUSE ACTION 


In thinking about the present, we should not forget the dangers that 
may come to future generations. Even with the war going on, we 
should not forget the ‘basic elements that sustain life and so many of 
the elements that are tied right up in this Interior appropriations bill, 
which was cut so unthinkingly, gentlemen—I am sure it was done un- 
thinkingly—because of the economy drive in the House. 

I think when the Department made its cut and when the committee 
made its cut and cut it to the bone, that the Members of the House 
were not thinking when they voted those additional cuts to the bill, 
because I think it has to deal with the basic elements that mean life to 
our country. 

Whether there is a war or whether there is not a war, I think that 
is true. 

We may stop reclamation developments of mineral resources and 
waste the lands while the population increases. These are st: = S: 
The population increases by 25 millions each year in this world, 
thousand a day, and nearly 3 thousand each hour. 

Now, we are not going to stop that added population. 

Food requirements require one acre of productive land for each of 
the 25 millions of human beings, and this amounts to about 40,000 new 
square miles of arable land, about one-half the area of Utah, and 
roughly about the size of all Tennessee. 

Just last year the United States had an increase in population of 
almost 2,357,000 during the year. It has been said that in 100 years 
we Shall have a population of 18,000,000,000 people in this world. 

Now, we better look forward to feeding those people and giving 
them some kind of an economic set-up. 

What are we going to do in order to sustain taat population? I 
say let us not cut the heart out of life itself for the West—and in- 
directly for the East and the South, and the North—by making the 
cuts that were made on the floor of the House. I think the Depart- 
ment and the committee cut enough. 

[ would like to say I have sincere faith in the judgment of this 
great Committee to do that which is fearless in the matter. 

| thank you very much. 

Senator Haypen. Thank you. 


BUREAU OF RECLAMATION 


STATEMENTS OF HON. JOSEPH C. 0'MAHONEY, A UNITED STATES 
SENATOR; AND HON. LESLIE A. MILLER, FORMER GOVERNOR OF 
THE STATE OF WYOMING 


Missourr River Bastn Prosecr 
KEYHOLE DAM, WYO. 


Senator O’Mahoney, I believe you have a statement to present. 

Senator O’Manoney. Yes. Former Governor Miller, of my State, 
s here to testify with respect to the Keyhole Dam, which is part of 
the Missouri River program. 

Senator Haypen. You may proceed, sir 
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Mr. Mitier. Mr. Chairman and gentlemen of the committee, T have 
no prepared address here. I am going to talk off the cuff. 

lor the benefit of the reporter, 1 will say my name is Leslie A, 
Miller. I live at Cheyenne, Wyo. I am former Governor of the State. 

[ am on nobody’s payroll. 1am down here at the expense of travel 
furnished by some of the people who are opposed to this item I am 
going to discuss. I receive no fee. I represent what I deem to be 
a very considerable body of opinion in Wyoming in this matter, as I 
shall undertake to demonstrate. Also in South Dakota. 

Senator O’Manoney. I think it only proper for me to interrupt, 
Governor, to say this: 

The reputation of this gentleman, Mr. Chairman, for devotion to 
the public interest, is second to none. I was present, fortunately for 
ine, at a meeting of the chamber of commerce of the city of Casper on 
the 16th of April, and Governor Miller was presented with the award 
of the Kiwanis Clubs in the State, which is given annually to the man 
who, in the opinion of the clubs, has done the greatest public service 
to the State during the previous year. 

Mr. Mitier. Thank you, Senator. 

I assume that you gentlemen have heard something about the Key- 
hole Dam, so 1 am not going into any great detail here, and I am not 
coing to argue acre-feet and second-feet of water and things of that 
kind. 

But [ will say that while I was Governor of Wyoming, of course, 
[ was in that part of Wyoming in which the Ke yhole Dam is situated 
a great many times. 

For the last 10 years I have had considerable business, which has 
taken me up there an average of four or five times a year since 1941. 


LOCATION OF PROPOSED DAM 


Senator Corpon. Governor, would you help at least one member of 
the committee out a little bit by locating gener: ally the site of this 
proposed dam, what river it is on, how far it is from some known city, 
or other well-known point in Wyoming / 

Mr. Miniter. The dam is on the Belle Fourche River, which is a 
tributary of the Missouri. It is located in Crook County, Wyo. 

Senator O°Manoney. It is the northeast county of the State, 
Senator. 

Mr. Mitier. It is the far northeast county in Wyoming. 

Senator Corvon. Would that be right up next to the Black Hills? 

Mr. Mitxier. On the western edge of the Black Hills. 

Senator Corpon. And is the Belle Fourche River north or south of 
the Black Hills? 

Mr. Minier. It is roughly southwest. It goes up north in Wyo- 
ming, and then runs back south again in South Dakota. 

Senator Corpon. Does the Bie Horn flow into the Missouri or the 
Belle Fourche? 

Mr. Mitier. The Big Horn flows into the Yellowstone in Montana 
and from there into the Missouri. The Belle Fourche goes down east 
through South Dakota. 

In 1924 they had some heavy rains in the upper part of the Belle 
Fourche watershed, and it caused some high waters which did a little 
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damage, inconsequential, at the town of Belle Fourche in South 
Dakota. 

I have talked to the old timers there, who told me all about it. 

Shortly thereafter, the Corps of Engineers went to Belle Fourche, 
and they built a dike on the town side of the river to protect it from 
any repetition of that encroachment. 

I have been to that dike a hundred times, I expect, and it so happens 
that I have been to Belle Fourche at all times of the year, and I have 
never seen any water in the Belle Fourche River that moved swift 
enough to be perceptible in movement at all there. 


FLOOD CONTROL DAM AT SITE PROPOSED BY CORPS OF ENGINEERS 


In any case, after they built this dike, the Corps of Engineers con- 
ceived the building of a flood-control dam at this site of the Keyhole. 
My understanding is that they had a proposed dam there that would 
be of about 140 thousand acre-feet capacity, something like that, and 
that when the Pick-Sloan plan was conceived, which took over all the 
plans in the Missouri Basin, that that was one of the things that was 
taken over by the Bureau of Reclamation. 

And my understanding is that the Bureau of Reclamation had not 
surveyed that site theretofore, but they took it over on the understand- 
ing that they could use it for an irrigation project to supplement irri- 
gation water in the Belle Fourche project in South Dakota. 

After the Congress, in 1944, gave its approval to the Pick-Sloan 
plan, the Bureau enlarged the pl: ins for Keyhole and they increased 
the acre-feet capacity from something lke 230,000 to 628,000 acre-feet. 
[think that is what the plan now calls for. 

My understanding further is that Congress was not consulted with 
changing this plan except inferentially. IT assume that it could be 
said that when the Bureau is given the appropriations which they ask 
for from year to year, that perhaps in a way Congress goes along with 
their plan. 

But, in any case, my understanding is that specific authority was 
never given for these enlarged plans. 

The people of Wyoming knew nothing about it. I am speaking 
about the people at large and the people in that vicinity. 

The engineering that is done, of course, is done in a rather quiet 
sort of way. They do not publicize what they are doing in those 
matters. So the public, which might be thought to have some interest 
in those things, did not know what was going on. 


COMPACT TO ALLOCATE WATER SUPPLY 


A few years ago there was a compact entered into between South 
Dakota and Wyoming to allocate the waters of the Belle Fourche 
River and its tributaries between the States of South Dakota and 
Wyoming. This compact provided for, among other things, the build- 
ing of a dam on the Belle Fourche River. 

The compact in due time was laid before the Wyoming Legislature 
and was ratified. Afterward there was some demand that the com- 
pact be recalled. Several of the commissioners that worked on the 
compact for Wyoming have since repudiated it and have said that had 
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they known at the time the things that came out—and one of these is 
the Keyhole Dam—that they would have taken a different attitude. 

I heard the deputy State engineer say, in my presence, that if they 
had known this dam was going to be built of the size that it has as- 
sumed, that there probably would have been a different attitude on the 
part of the State of Woming at the time. 

But the fact is that the compact was ratified. 

Senator Haypen. I am a little bit at a loss to understand why there 
would be any concern on the part of the State of Wyoming, aside 

from the division of natural flows, whether water was impounded in 

the Keyhole unit in Wyoming, or whether it was impounded just 
outside the State, so near the South Dakota line that what use could be 
made of the water between the Keyhole unit and the Wyoming line 
could not amount to very much. ‘ould it ? 

Mr. Mitier. That is not the question that bothers the people of 
Wyoming, Senator Hayden. It is not what use could be made of 
the water, but it is the fact that the great body of public opinion that 
is familiar with the Keyhole Dam thinks that it is an uneconomic 
expenditure on the part of the Government. The people whose land 
is to be taken from them are. of course, in the forefront of the 
opposition. 

Senator Haypen. Is it the flowage damage by the backwater of this 
dam ? 

Mr. Minuer. Yes. 


AREA TO BE FLOODED 


Senator Cornon. How big an area will it flood, Governor? 
Mr. Mitzer. The figures run all the way from 9,000, I think, to 


about 20,000 acres. 

Senator Corpon. Is most of that tillable land ? 

Mr. Mitier. A good part of it is bottom land along the Belle 
Fourche that is used for meadowland in connection with stock graz- 
ing. It is about the best land of its kind in that part of Wyoming. 

Senator Corpon. Of course, if it is natural meadowland then it 
has a commensurate grazing aes that would be atfected by the 
loss of the meadowland there, I take it. 

Mr. Mituer. That is right. A good deal of the land that would be 
taken by the Bureau is grazing land above the bottoms. 

Senator Corpnon. Is this solely a flood-control structure ? 

Mr. Mriuter. No. It is now a combination flood-control and irriga- 
tion structure. 

Senator Corpon. Where is the land located which witl be irrigated ? 

Mr. Mitairr. It is in the Belle Fourche project in South Dakota, 
and the water is intended as supplemental water. 

You see, the Belle Fourche project was founded some 40 years ago. 
It was one of the very first reclamation projects in the history of the 
Bureau. 

And they have had a tough time down there not so much, the farm- 
ers tell me, from a shortage of water as from the inferior character 
of a great deal of the land that was embraced in the project. 

As they have gained experience, they have found that they took in a 
little bit too much terr itory in some of these earlier projects. 
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Senator Corvon. Will the water impounded by the Keyhole Dam 
be taken to the Belle Fourche area by a canal / 

Mr. Miter. Yes. It will be impounded there, go on down the 
river to the Belle Fourche Reservoir. 

There is a reservoir there. 

Senator Corvon. Will the river bed itself be the water course down 
to the Belle Fourche area / . 

Mr. Mitier. That is right; the canal. 


SIMILAR CASE IN ARIZONA 


Senator Hayven. I think we have a similar case of this in Arizona. 
There is a treaty with Mexico relating to a division of the water in 
the Colorado River. That treaty requires that a flood-control dam 
be built in the Gila River because it has been found by experience 
that the greatest damage is done from Gila River floods to the lands 
in Mexico. 

It was a flood in the Gila River that caused the levee to break 
which led the water into the Imperial Valley. There was great 
difficulty in stopping it up, as you may remember. 

So that is the treaty obligation and the dam was built. Actu: ally, 
the reservoir site was probably empty of water a large part of ~~ 
time, but we do have torrential rains and floods. That kind of 
flood would do immense damage. Particularly, it would impair a 
dam built across the Colorado River, known as the Morelos Dam, 
half in the United States, and half in Mexico. 

There are some people who are down in that area that will be flooded. 
One of them came to me when I was home and said, “I don’t want 
to have to give up the land I have there.” 

He had developed his land by pumping. They have found water 
by drilling deep wells. He said, “I am perfect ly willing to make 
a deal with the United States that if my pl: ice is ever flooded I will 
claim no damage from the United States, but that, in the meantime, 
will they let me alone. If my place is ever flooded, if the river dam 
backs up, which may happen once in 15 or 20 years, I will stand all the 
loss. I don’t want the Government to take title to my place. , 

I imagine the situation here is similar, that it is doubtful whether 
this dam will fill, except occasionally, as in the case of the big rains 
you told us about. But, in the meantime, it could interfere with 
the ownership of the land. 

[ assume that the land would be condemned and maybe flooded. 
Am I correct in that ? 

Mr. Minier. A small part of it would be flooded over a period of 
years. 


DAM INSPIRED BY FLOOD OF 1924 


[ should say, Senator, that the dam really was inspired by that 
high water they had in 1924, but that since that time they have 
built up in the drainage area of the Belle Fourche River several 
thousand of these small stock-watering dams, and they have the effect 
of holding back the waters during the spring runoff. 

Those people who have lived up in that area for many, m: iny years, 
contend that there is no possibility, by reason of that development 
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above the Keyhole Dam of there ever having any high water even 
in times of heavy rain. 

The biggest increment of water to the Belle Fourche River is below 
the site of this dam, between this town of Moorcroft and the town 
of Hulett down below. That is the biggest increment of water. 


DRAINAGE AREA 


erat Corpon. Where is the drainage area there? 

As I know this from the map. the Belle Fourche River runs south- 
Re for quite a considerable distance from the site of the Keyhole 
Dam. It must have a reasonably large drainage area. 

Mr. Miniter. You can see from the map where the river starts and 
goes north. This map does not show it, but the town of Hulett would 
be up in here somewhere. 

Senator Corpon. That would be northeast from the Keyhole Dam 
site. 

Mr. Mituer. Yes. And there are several creeks that come in from 
the Black Hills in the east, such as Miller Creek and two or three more. 
that in the spring do furnish quite a volume of water: much more 
water than comes from up here. 


AREA COVERED WITIT STORAGE DAMS 


So that this area upstream from the Keyhole Dam has largely been 
covered with the storage dams to hold the water back. The attitude 
of the people right in here is that the building of this Keyhole Dam 
for the purposes for which it is designed is just a figment of some 


engimeer’s Imagination. 

Of course, they come forward with figures about the water and show 
that in a certain number of years the normal flow of water here will 
provide, we will say, 200,000 acre-feet of water. It will take a number 
of years to do that. They cannot let all that w: vater sts iv there because 

hese people down below have acquired some rights, and they have 
to let through there a certain amount of that water 

Those people who are familiar with that territory—and that is why 
I am down here—believe that the results, whether for flood control 
or for irrigation, are never going to justify this expenditure that the 
Government is making to build the dam. 


TOTAL ESTIMATED COST OF DAM 


Senator Corpon. Do you have any figures different from the ones 
which have been submitted to the committee. which show that. this 
unit will cost an estimated $4,612,000 ? 

Mr. Miturr. Yes. I have a figure of $5,980,000. Those are the 
latest figures from the Bureau of Reclamation at Billings and from 
news releases that the Bureau has put out. 

Senator Cornon. The Bureau is constructing this project, is it not ? 

Mr. Miruer. Yes, sir. 

Senator Corpor. And who repays the construction cost to the 
Government ? 

Mr. Mitter. I think I have that. Senator. 
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REIMBURSABLE AND NONREIMBURSABLE COST 


Senator Corpon. Do you also have the division of the investment 
as between nonreimbursable flood control, on the one hand. and reim- 
bursable reclamation benefits on the other? 

Mr. Mitzuer. The dam is supposed to cost, as I suid, S5YS8O0.000, ae 
cording to the Bureau’s information. Of that $1400,000-plus was 
to be charged to the irrig rators for these supplement: al water to be 
furnished the Belle Fourche project. 

sut they were to be charged only $1,300,000 of that. 

The farmers who would be given this water were to pay $1,300,000, 
and the balance of it would be nonreimbursable. It would be « charged 
to flood control and silt control. 

But the farmers have said no, that they will not contract to pay 
for this water. And that is really why I am down here. I am not 
going to quarrel with the figures of these engineers, because one eng’ 
neer gives one figure with respect to water supply, and another engi- 
neer gives another figure. 


JUSTIFICATION 


Senator Haypen. This is the justification we have before us: 

The repayment contract has been approved as to form by the Department oi 
the Interior. It is now being given final consideration by the Belle Fourche 
irrigation district. As has been proposed in the resolution by the district, a 
total of $1,500,000 must be returned out of the contract now being considered and 
an additional contract to be executed at a later date. 

Sut apparently $1,300,000 is the total recovery from the water 
users. 

Mr. Mintzer. That is what the Department proposed. 

Senator Haypen. You say the costs have increased from the figu 
that we have before us, of $4.612,000, to $5,980,000, 

Mr. Minxier. That is the figure I have he re. The cost figures were 
secured from the Bureau of Reclamation’s office at Billings and from 
press releases they have put out. 

Now, as to the proposition of this repayment, T should preface this 
by saying that when the Bureau went up there they mi ide a deal 
the directors of the Belle Fourche project whereby the district would 
pay for this supplemental water. 

The directors did not consult the members at large on this proposi- 
tion and when the information got around to the water users there 
was some sort of a circular letter, as I understand, directed to Con- 
eressman Case, now Senator Case. 


With 


VOTE OF WATER USERS 


They undertook to contact all of the eligible water users who would 
be subject to this contract. The results were as follows: 

Those opposed to the dam, 237; for the dam, 26, not contacted, 30 
total, 293. 

They continued m: aking objections. The directors ordered a ballot 
by mail to be sent to all the water users. Two questions were sub- 
mitted. The questions and the votes on each are as follows: 
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I won't read all of the first question, but it was asked: 


Do you want this water? Do you think this supplemental water is needed to 
protect your project? 

They voted: Ayes, 165; and noes, 169, a very close vote. 

But a small majority said they did not need this supplemental water. 

Senator Haypen. What is the date of that vote? 

Mr. Mitirr. August of last vear. 

The second question was: 

Do you favor a proposed repayment contract which calls for an average repay- 
ment of 41 cents per acre for construction, plus 9 cents an acre for operation and 
maintenance? If approved by later election, it calls for payments to begin 5 years 
after the dam is filled, total cost of the Belle Fourche project is not to exceed 
$1,300,000, 

On that question these farmers voted, ayes, 94; noes, 223. Now, I 
submit that those people are entitled to a voice in this matter. Tsubmit 
that the people who live up in that area in Wyoming are entitled toa 
voice in the matter. 

A little over a year ago T was called upon to address the farm 
bure: au of that part of the State. The meeting was at Upton, which 

s about 20 miles from Moorcroft. Moorcroft is the town closest to the 
Keyhole Dam. 

The matter of this dam was not the subject for conversation at this 
meeting, but I took occasion to ask the officers of the farm bureau 
what was their attitude toward the Keyhole Dam. They all told me 
that they thought it was a perfectly uneconomic and silly expenditure 
of Government money to build a dam at that place, because they 
thought water is never going to be there to justify it. 

The Wyoming Stockgrowers Association, which is the organization 
of the cattlemen in Wyoming, have passed a resolution opposing the 
construction. 

I have a copy of that resolution here, and I suppose Senator O’Ma- 
honey has it in his files. 

The State farm bureau has asked that that thing be gone over 

n to see if the Vv could not scale it down, or stop the construction 


POSITION OF STATE ENGINEER OF WYOMING 


The State engineer of Wyoming, who was one of those people who 
engineered the compact between Wyoming and South Dakota—and 
this is with all due respect, and I do not mean to be unkind—in private 
conversation hedges a little bit on this proposition, but publicly takes 
the position that. because he was a party of the compact and it called 
for a dam, that he had no authority but to grant a permit when the 


laws, and asked for a 


bureau came to the State engineer, under our 
permit. 

He had no authority other than to give it. 

Senator Corpon. Did he have any authority other than that if the 
sovereign State of Wyoming had entered into a compact with the 
State of South Dakota to build that dam ¢ 

Mr. Mitier. Of course, it is a matter of opinion, Senator, as to 
whether the State engineer would exercise his jurisdiction as to the 


size of the dam. 
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Personally, I think he could, and he has said all the time and main- 
tained that he thought it should have been a smaller dam, that there 
never should have been built a dam of these proportions. 

Senator Corvon. Does the compact itself carry any specifications as 
to the size of the dam ¢ 

Mr. Mitier. No. 

Senator Corvon. Or the amount of water that is to be impounded, 
or anything of that sort ¢ 

Mr. Mitter. No. I do not recall. I do not think there are any 
specifications of that kind at all. 

Senator Corpon. When the legislature was considering the question 
of ratification or denial of ratification of the compact, did the inter- 
ested people of the area make any opposition of any kind or character 
to the ratification ¢ 

Mr. Miniter. To the best of my knowledge, Senator, they knew 
nothing about it. 

You see, the plans and specifications of this thing were not made 
public until within the last year or so. It was only within the last 
year or so that anybody knew what size this dam was going to be. 

Senator Corvox. Was the legislature in session this year in 
Wyoming? 

Mr. Miter. Yes, sir. 

Senator Corpon. Was the matter presented to this year’s legis- 
lature ¢ 

Mr. Mitier. There was a resolution presented to the session of the 
Wyoming Legislature last winter. I appeared before the committee of 
the House that had this thing under advisement. 

Along that line, the State engineer sent a letter down here to Sena- 
tor O'Mahoney following a meeting of the Wyoming Natural Re- 
sources Committee last month. I am a member of that committee, 
board, commission, or whatever you call it, but I did not happen to be 
there. Andif you don't mind my saying so, 1 think if I had been there 
it would have been a different resolve. 

Anyway, they divided evenly on this question of the Keyhole Dam 
proposition, and, as you know, when the vote is evenly divided,-they 
cannot do anything. 

So the engineer writes down to Senator O'Mahoney and tells him he 
is for the dam and nothing would be saved by giving it up now, and 
so forth. 

About this same time—and, to be exact, it was on the 24th of Apr il— 
there was an interview in the Cheyenne newspaper in which the State 
engineer had something to say about the Keyhole Dam. I will quote 
this. He noted that a compact involving the dam was approved by 
the Wyoming Legislature, and that it constituted a directive to his 
office to issue a permit for its construction. 

He said that although plans for the dam were not included in the 
compact, a dam was authorized. He said he merely followed the 
bidding of the legislature in the matter. 

He pointed out that he protested the height of the dam and was 
successful in having the proposed dead storage of the dam cut from 
9.700 to 1,400 acre-feet. 
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Criticism has been fired at the engineer for the height of the dam, 
which many consider too high. 

Bishop said he agrees and that he protested to the Government, but 
to no avail. He said the Government raised its height because they 
maintained it had to be that high for the sake of proper flood control. 
Bishop said he could not very well tell Government experts who 
worked on designing the dam that they did not know what they were 
doing, because they had made studies which led to their decisions. He 
added that once the Government and Army engineers are convinced 
that a project of this sort is necessary, they can go ahead anyway. 

The committee concludes with this paragraph: 

It might still be possible to have the dam lowered if the people in the area 
can get their congressional delegation to work on the problem, 

I hope Senator O’Mahoney won’t mind my reading that paragraph. 

I only inject that because the State engineer, you know, has so 
many dealings back and forth with the Bureau of Reclamation that 
he does not want to offend them. He says to the public that regardless 
of his criticism of the height of the dam he cannot do anything about 
it. He does think it is high, and he says so in this article. 

(nd he tells me on the side that it is too high and he has no use for 
a dam of that size. 

Now, I don’t want to take up a lot of your time, but I want to say 
this to the committee: 


POSSIBILITY OF DECREASING SIZE OF DAM 


Speaking along general lines, the Bureau is apparently determined 
to complete this dam. So the committee assigned to Mr. Nelson, the 
engineer here, the job of studying this to see whether it would be fea- 
sible to decrease the size of the dam. Mr. Nelson brings out a report 
dated April 30, in which he says that the Government would not save 
any money by changing the thing at this time. 

Now, I want to discuss that for just a minute. 


APPROPRIATIONS TO DATE 


I don’t know what the situation is now: how much of the $5.980,000 
has been : ypropriated? Can you tell me? 

senator Cordon. pina amount ap propri: ated in 1951 was $3,179,000, 
ouk came un der the general reduction under section 1214. The total 
appropriation in prior years was $3,306,854, which is something like 
three-fifths or better of the total latest estimated cost. 

Mr. Minwer. Yes, sir. 

Senator Corpon. T assume that at this time. since it is so late in the 
fiscal vear, a considerable portion of that must have been spent in 
actual construction, 

Tr. Miniter. I would assume so. 

Senator Corpvon. However, I do not know what the fact is. 

Mr. Minuurr. I do not know what the fact is as to the amount ex- 
pended. It may be possible, the way they do things, that they may 
have contracted for work beyond the appropriation. Do you know 
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that? Do you know whether that is a fact? They should not do it, 
but they may have anyway. 

Senator Corpon. I think there would be no question but that any 
contract, even though it be for completion of the project, would have 
to be under the law conditioned upon funds being appropriated by the 
Congress for any work beyond the actual appropriated amount at the 
time. There would be no question about that. 

Mr. Miuier. The point I wanted to make with the committee is 
this: That here is a structure which hardly anybody in that area 
wants, The farmers who are supposed to benefit from it say they 
won't buy the water. By a vote that I gave you there on record, 94 to 
225, they say no, they don’t want this water If they have to pay for it. 

The people of Wyoming who live in that area don’t want it, except 
for these few people at t Moorcroft. 

Senator Corpor. Is that the vote in the Belle Fourche area / 

Mr. Minter. Yes, sir. Those figures T gave you are the farmers 
who are supposed to be given this supplemental water. 

Senator Cornon. Does the Bureau of Reclamation get its contracts 
in advance ¢ 

Senator O'Manonry. The justification was just read by Senator 
Havden. 

What do they say about that contract, Mr. Chairman 4 

Senator Hayprn. It says: 

A contract has been approved as to form by the Department and is now being 
given consideration by the Belle Fourche irrigation district. 

Senator Corpvon. When was this vote taken / 

Mr. Miniter. August of 1950. 

Senator Corpvon. This statement must be later than that, Mr. Chair- 
Than. 

Certainly it would seem to me, Mr. Chairman, that we should have 
from the Bureau of Reclamation the latest possible advice as to 
whether they can get the contract authorized. 

If the people do not want the water, certainly we cannot force it 
onthem. I think the philosophy of reclamation is repayment. 

Mr. Mutzter. That is the philosophy, Senator, and I think that the 
Bureau is in this instance and in others getting around that philosophy 
by going into these projects in advance of securing of firm contracts. 

You will find it in other places than this, I am sure, if you want to 
look at it. 

Senator Corpon. I think that is probably due to the fact that origi- 
nally the reclamation law was predicated upon the reclaiming of the 
public domain. Then, of course, there was nobody to deal with for 
contracts. 

This idea of water of a supplemental character to go to private 
lands has been only a reasonably recent supplement to the basic pli- 
losophy of the reclamation law. 

Mr. Minuer. That is right. 

Senator Corpon. 1 am inclined to agree with them 100 percent, but 
the condition precedent to any capital investment in reclamation 
should be that of firm contracts with respect to the beneficial use in 
irrigational water. 

Senator Haypen. There is one question I wanted to ask. Were 
these representations made to the House Committee on Appropria 
tions ¢ 
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REQUEST MADE FOR APPEARANCE BEFORE HOUSE COMMITTEE 


When you had this matter under consideration, Governor, did you 
advise the House committee of these facts that you have here pre- 
sented ? 

Mr. Miter. No, they were not presented. I may say in explana- 
tion that I had proposed to submit them to the House committee and 
I sent down here a request that I be given an opportunity at the proper 
time to appear before the House committee. I did not get that word. 

Senator Haypen. The way it stands today, this record shows that 
the amount appropriated to date on this, as Senator Cordon said, is 
$3,560,854. and that there was a budget estimate for $1,832,000 sub 
mitted to Congress, of which the House allowed $1,219.610. 

The request before us Is to add to that amount of money $63,000 to 
restore the budget estimate. 

Mr. Mitier. I repeat that I had proposed to place this matter be- 
fore the House committee, but I was not advised when was the proper 
time to come down here, and that is why I am here today. 

Had I been before the House, I would not be before you. 


STATEMENT BY SENATOR 0’MAHONEY 


Senator O’Manionry. Mr. Chairman, in order to supplement what 
Governor Miller has said, I think I ought to remind the members of 
the committee that, like the Governor, I have been opposed to the con- 
struction of the dams for which there was no need or use or on which 
the State authorities were not in harmony. 

Years ago, when the Flood Control Act of 1944 or 1945. or 1946 
was under consideration—I think it was 1944—with Senator Millikin, 
of Colorado, I introduced an amendment which provided that before 
any work upon an interestate stream was undertaken it would be the 
duty of the Army engineers or the Bureau of Reclamation to submit 
the plans to the States concerned for their approval. That amend- 
ment was adopted and is known as the O°’Mahoney-Millikin amend- 
ment. It was polled, and I think the members of this committee and, 
as a matter of fact, Members of the Senate, are in agreement with the 
philosophy of that amendment. 

The members of this committee will recall that a couple of years 
ago, When the Bureau of Reclamation came before us with an estimate 
for the construction of Moorhead Dam in Montana, just across the line 
from Wyoming on the Colorado River, I opposed it and secured the 
inclusion in the bill of a special provision prohibiting the expenditure 
of any funds appropriated at any time to the Bureau for the con- 
struction of that dam until there had been an agreement betweeen the 
States of Wyoming and Montana. 

Members will remember that at the same time I took the same action 
and Senator Wherry, of Nebraska, took the same action in the con- 
struction of the proposed Glendo Dam which the Bureau wanted to 
build on the North Platte River above the Guernsey Dam. 


LETTER TO STATE ENGINEER 


When this proposal came, because there had been a compact between 
the State of Wyoming and the State of South Dakota with respect 
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to the distribution of the waters of the Belle Fourche River and with 
respect to the handling of those waters, before anything was done, 
before the bill was passed, I wrote to the State engineer about it to 
apprise him as to what was being asked. I do not have a copy of the 
letter here, but I can put it in the record. 

Senator Haypen. That may be included in the record at this point. 

(The letter referred to, subsequently furnished, is as follows: ) 

UNITED STATES SENATE, 
Washington, D. C., July 1, 1950. 
L. C. BrsHop, 
State Engineer, Cheyenne, Wo. 

DEAR CLARK: Reports have been coming to me that the water supply in the 
Belle Fourche River will be insufficient to fill the proposed Keyhole Dam in 
Crook County. I have, therefore, written into the report of the Interior Subcom- 
mittee of the Senate Appropriations Committee a caution to the Bureau of 
Reclamation to make certain that there will be a sufticiency of water to fill the 
reservoir. 

I have been given to understand that some engineers who have examined this 
terrain say that there will not be enough water, and I would like very much to 
have your own report. [ want to be sure. 

With kind personal regards, 

Sincerely yours, 
JosEpPH C, O’MAHONEY. 


STATE PERMIT FOR DAM CONSTRUCTION 


Senator O’Manonery. In any event, the Governor at that time was 
Governor Crane, and Mr. Bishop was the State engineer. No permit 
had been issued for the construction of this dam. So I advised both 
the Governor and State engineer what the situation was and sug- 
gested that they might find it desirable to hold hearings in Crook 
County so as to determine what the facts were and what position 
they would want to take. 

Mr. Bishop, at the direction of the Governor, went to Crook County 
and he held that hearing. Following the hearing, he issued the per- 
mit to the Bureau of Reclamation for the construction of the dam. 

Like Governor Miller, I believe he could have attached conditions to 
that. He did attach some conditions. He attached the condition, for 
example, that there should be no limitation upon the number of stock- 
water reservoirs not exceeding 20 acre-feet in extent which could be 
constructed in Wyoming, thereby absorbing water from this stream. 

I told him about the allegati ions that had been made, that the water 
supply was not sufficient to fill the dam, Not being an engineer, I had 
no knowledge of the matter and I wanted the engineering judgment 
upon the matter. 

The records of the debate in the Senate when the Interior Depart- 
ment bill was up for consideration at that time will show that I pre- 
sented for the record the letter which Mr, Bishop wrote to me, trans- 
mitting a letter from Mr. Bell, of the Geological Survey, giving his 
judgment that the water supply was sufficient and thereby hinting 
that the dam should proceed. 

As Governor Miller says, when the State legislature assembled 
this year, a bill was introduced to condemn the building of the 
reservoir. 
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So again I wrote to Mr. Bishop. This is my letter of February 
7.1951: 


Mr. L. C. Bisnop, 
State Engineer, State of Wyoming, Cheyenne, Wyo. 

DraAR CLARK: I am receiving many messages from Wyoming, pro and con, 
on the Keyhole Dam. <A budget estimate of $1,282,700 was submitted to carry 
out the contract which was signed last vear after the project had been cleared 
before you, and I now understand that a bill has been introduced in the State 
legislature condemning the project. When the complaints came in a year 
ago, IT communicated with vou both with respect to the water supply and with 
respect to the obligations which you felt had been incurred by the State of 
Wyoming by reason of the compact. 

Following a hearing at Moorcroft on March 22, 1950, held at the suggestion 
of Governor Crane, you issued a permit (No. 5707), on May 19 for the con- 
struction of the Keyhole Reservoir and you wrote indicating your belief that 
the law of the river and that, in your opinion, the issue was settled by reason 
of agreement between the two States formally ratified by the legislatures of 
both States. In addition, vou sent me copies of vour correspondence with Mr. 
F. M. Bell, of the Geological Survey, reporting on the adequacy of your water 
supply. This correspondence I put in the Congressional Record when the appro- 
priations for the Department of the Interior were under consideration. They 
will be found on pages 1092S and 10929 in the Reeord for July 21, 1950. 

I know that vou and all the Wyoming officials acted in the best of good faith 
with respect to the matter. It may be true, as I am informed, that a bill has 
heen introduced to protest against the construction of the reservoir, I am sure 
the history of the compact and the allegations assumed thereunder will be 
carefully reviewed. I have not seen any bill and therefore I am not aware 
as to whether it undertakes to repudiate the previous ratification by the State 
or is merely a memorial to the Congress to proceed, 

In all of this water legislation | have been ceraful to preserve the initiative 
of the State authorities. It was for this reason that I introduced the so-called 
O’Mahoney-Millikin amendment on the flood control act, requiring Federal au- 
thorities to submit all plants to the State authorities before undertaking any 
construction on interstate streams 

I was very much impressed by your letter of May 24, 1950, in which you 
said to me: 

“Our position has been repeated many times and continues to be as follows: 
The compact commissioners were ranchers recommended to me by the county 
agent of Crook County, who held a meeting in Sandance to determine what the 
people wanted. The Governor, in turn, appointed them, on my recommendation, 
All are, in my opinion, intelligent, responsible citizens, who acted in the best 
of faith The compact was negotiated in the most democratic manner, was 
passed by the legislatures of the State of Wyoming and South Dakota without 
dissenting vote and consented to by the Congress of the United States. This, 
| believe, makes it the law of the river.” 

I shall be pleased if you will keep me in close touch with developments. 

With every good wish 

Sincerely yours, 
JoserH C. O’MAHONEY. 


About the same time, or a month later, I wrote to Mr. James Munro, 
a lawyer at Sheridan. Wyo.. who represents some of the landowners 
in Crook County who have opposed the construction of the dam. 

This letter, dated March i5, 1951, reads as follows: 


Dear Jim: I was sorry yesterday that I did not have an opportunity to talk to 
you about the Keyhole Dam. Last month I asked the Department of Justice to 
withhold action on the condemnation proceedings in order that I might have 
the opportunity of reviewing the facts with respect to the actual progress of 
work on the structure. 

ioned long distance to Mr. Vernon at Billings and asked him to make 
»>me upon the physical facts of the progress of the dam. This report 
do until last week I have had it reviewed by Mr. Elmer K. Nel 
gineer for 1 nterior and Insular Affairs Committee. Mr. 
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Nelson, who was formerly a well known Wyoming engineer, reports to me that 
the Government has already spent about $420,000 for camp and construction 
facilities, that the set price for the construction of the dam, $1,667,725, was 
approximately $479,000 less than the Bureau’s original estimate, and that all 
critical materials required are either at the site or under order. He also reports 
on the basis of the facts supplied that in the circuinstances nothing would be 
saved by a reduction in reservoir capacity through revised planus, because con- 
struction would be delayed ut additions il cost to the Government. 

At my request last Monday, the Secretary of the Interior withdraw from the 
Department of Justice the application for condemnation in order that a few 
more days might be available for study of the facts. That is now under progress 
at the Bureau. 

Of course, the basic difficulty in this matter, as I have told you before, is that 
the State of Wyoming with full knowledge of the facts issued a permit to the 
Bureau of Reclamation for the construction of the dam. This permit includes 
the appropriate provisions of the Belle Fourche River compact. 

You will recall that when the protest was first made against construction, I 
raised the issue with the State, and Governor Crane directed that a hearing be 
held at Mooreroft. It was after this hearing was held that the permit was 
issued. 

When the State legislature was in session, and there was pending before it a 
memorial to Congress urging the abandonment of the Keyhole structure, | wrote 
State Engineer Bishop calling attention to the history which preceded the original 
appropriation last year. It was my desire to be advised as to whether or not the 
State legislature would see fit to take any action which might be interpreted 
as a reversal of the previous action by which the Belle Fourche compact was 
approved, As you know, the legislature did not adopt the memorial, 

The situation, therefore, in brief, is this: 

1. Wyoming and South Dakota entered into a formal compact on the Belle 
Fourche River. It was ratified by the States in the constitutional process and 
approved by Congress. 

2. Before the first appropriation for Keyhole was made, I sought the advice 
of the State authorities. The Governor ordered a hearing, the State engineer 
conducted it, and after the hearing issued a permit for the construction of the 
dam, 

3. In reporting to me after the hearing the State engineer expressed the belief 
that his action in issuing the permit was correct and in compliance with the 
compact, 

The Wyoming State Legislature in 1951, the issue having been raised, took 
no action to reverse the decision of the State engineer. 

5. In this situation I have sought engineering information as to whether or not, 
Without loss to the Government, the size of the reservoir might be reduced, and 
the information thus far submitted is to the effect that nothing would be saved 
by a reduction of reservoir capacity. 

It might be added that as of February 15, 1951, the contractor has completed 
three-fourths of the excavations for the dam, nearly all the excavation for the 
spillway, two-thirds of the barrow-pit stripping, one-half of the concrete outlet 
works and shaft, and nearly one-third of the reinforcing steel is in place. More- 
over, local opinion in Wyoming is sharply divided. Many letters have been 
received from Crook County urging completion of the structure. Other letters 
have been received opposing it under the mistaken theory that the Keyhole Dam 
would have priority over stockwater reservoirs not exceeding 20 acre-feet in area 
in Wyoming. I say this isa mistaken assumption because the Belle Fourche com- 
pact clearly provides for unrestricted construction of such reservoirs, and this 
provision is part of the State permit issued by Mr. Bishop. 

Sincerely yours, 


JosepH C,. O'MAHONEY. 
My instructions to Mr. Nelson were explicit and direct, and I 
intended to elicit from him his engineering judgment, and solely his 
engineering judgment, with respect to whether or not any money 


could be saved by abandoning the dam or by changing the plans for 
construction. 
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ENGINEER REPORT ON KEYHOLE DAM PROJECT, WYOMING 


I will not read that, but I will file it here as part of the record. 
( Material referred to is as follows:) 
APRIL 30, 1951. 
To: Senator Joseph C. O'Mahoney. 
Senator Francis Case. 
From: Elmer K. Nelson, 
Subject: Present status of the Keyhole Reservoir project. 


PREFACE 


1. The Keyhole Reservoir project was authorized in the Flood Control Act 
of 1946. The dam is situated on the Belle Fourche River in Wyoming controlling 
a drainage area of 1,950 square miles of high plains lands. The storable run- 
off results from rains and snow melt, and is highly variable. During drought 
periods there is little run-off, yet the average annual flow at the dam, for 20 
vears including the drought decade, is estimated to be 26,500 acre-feet after 
allowing for unrestricted increases in stock water and domestic uses in Wyo- 
ming by the Belle Fourche River compact between South Dakota and Wyoming. 
The nature of the run-off requires, therefore, a relatively large hold-over reser- 
voir to accomplish control and regulation of that particular period’s meager 
supply. This supply is to be supplemental to the existing Belle Fourche recla- 
mation project in South Dakota and to potential Wyoming users, as provided by 
the Belle Fourche River compact. 

2. The State engineer of Wyoming, pursuant to a request by the Governor, held 
hearings in the vicinity of the proposed reservoir on May 18, 1950. Soon there- 
after he issued a permit for the construction of the dam and reservoir for a 
capacity allocable as follows: 
Acre-feet 
Sediment capacity__- eee : = .~ 70,000 
Irrigation storage 130, 000 
Flood control storage 140, 000 


Total __. 340, 000 


The design of the ungated spillway required availability of superstorage, or 
surcharge space of 288,400 acre-feet, in lieu of costly discharge works and an 
extremely large spillway, for the protection of the structure. The capacity 
actually controlled is 200,000 acre-feet. The remainder is for flood control and 
a safety factor in the operation under probable flooding conditions. 

3. The State engineer approved the permit after requiring specifically that 
it be operated in conformity with the interstate compact. He further suggested, 
but separately from action on the permit, that it might be found that the dam 
could be reduced in height in the interest of a saving in construction costs and 
in land purchases. The writer is not aware of the preparation of any engineering 
details of such plan, or of any response to the suggestion which resulted in further 
action by the State engineer respecting the permit for the reservoir. 

4. The request for funds for the construction of the project was approved by 
the Bureau of the Budget and ultimately by the Congress. Nevertheless, after 
the designs were completed, considerable areas were purchased, advertisements 
were issued for bids, and a favorably low bid was accepted, this writer’s opinion 
was requested on two points in this order: 

(a) Would a material saving in costs be effected by a reduction in the height 
of the dam? 

(b) What loss, if any, would accrue to the Government if construction were 
stopped ? 

CONCLUSIONS 


5. As to these questions, various statements appeared in correspondence from 
the affected areas to Senators O’Mahoney and Case which indicated that a 
reduction in the reservoir spaces allocated to sediment deposition and to irriga- 
tion should be considered seriously, on the grounds that State highway and 
county road relocations could be avoided, and that the land acquisition and 
construction costs could be decreased. One set of values proposed was: 

(1) Reduction in sediment space from 70,000 to 35,000 acre-feet. 
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(2) Reduction in irrigation space from 130,000 to 35,000 acre-feet. 

This would result in a total reduction of the controlled capacity of the reservoir 
from 200,000 to 70,000 acre-feet. Such a reservoir is not worth building on this 
stream where the new supply is to be created by hold-over storage, in order to 
supply potential Wyoming users as well as present needs in South Dakota. 

6. The approved capacities are noted in paragraph 1. The sediment storage 
was assumed sufficient for a useful life of the project of at least 100 years. The 
irrigation or Conservation storage is to provide cyclic or long-time hold-over 
storage. A water-supply study shows that, with a proper demand on the supply, 
there could have been in hold-over storage on October 1, 1947, 85,000 acre-feet. 
It is evident, therefore, that a reduction in irrigation capacity from 130,000 to 
35,000 acre-feet would leave relatively little conservation value. Nevertheless, 
a review of the physical characteristics of the reservoir was made, and under the 
foregoing assumptions of reductions, the spillway could be lowered 20.7 feet, the 
flood-control pool 11.4 feet, and the surcharge elevation 4 feet. The increase in 
spillway costs are estimated at $500,000. Against this, it is estimated from 
Bureau records that: The lowering of the dam height would save $72,000, high- 
way and county road relocation $340,000, reservoir clearing $18,000, a total of 
$430,000. There might be some saving in rights-of-way now purchased, but very 
little in those not now acquired by the Government. But the adjustment of the 
contractor’s claims and the costs of redesign are major items inevitable in these 
costs and would surely exceed savings in land acquisition. 

7. The lands yet to be acquired lie upstream from the dam, aggregating 10,400 
acres. Of this, 8,400 are required for the conservation and sediment spaces ; 
2.000 acres are within the flood-control space. The value of these lands is esti- 
mated at $317,000. In any nominal reduction in capacity, most of this area is 
necessary in the circumstances, as is readily seen. 

8. As of May 1, 1951, expenditures on the project will be about $2,500,000, all 
of which would be lost if the structure were not completed. A current estimate 
of total costs and physical allocations is as follows: 


. Capacity Allocation : 
Allocation purpose a tiintad’ of Goat Percent 
Sediment storage S ss 70, 000 ( 
Irrigation : 130, 000 $1, 701, S28 36. 9 
Pollution abatement és ot 69, L8O 1.5 
Flood control] : « 140, 000 2, 840, 92 61.6 
Total. _. oales tay sla 340, 000 4, 612, 000 100. 0 


1 Proportioned. 


9 It has become apparent that means are available to increase precipitation 
by “seeding” certain cloud formations. The total effect on runoff of the phe 
nomenon has not been possible of appraisal and may not be for some years. The 
possibilities, however, cannot be ignored in connection with future storage de- 
velopments in semiarid and arid regions. Cloud seeding over areas controlled 
hy reservoirs has the advantages that much of the flood damage potential is 
alleviated, and the resultant runoff can be preserved. 

10. Present policy of land acquisition for reservoirs requires purchase in fee 
of lands below conservation pool level, and only flowage easements for areas 
flooded occasionally in flood control and surcharge spaces. However, if owners 
insist on selling, due to ranch or farm layouts, all lands are purchased, regard- 
less of their classification in the reservoir area. 

11. Taking into account the circumstances preceding the approval of the de- 
sign, together with the local hearings, the action of the State of Wyoming and 
the procedures culminating in approval of appropriations, it is concluded that 
the project should be completed. A change in plans to reduce conservation 
reservoir capacity has no merit and is not recommended. The surcharge and 
flood control capacities are not subject to reduction, being compatible with the 
best principles in design, and subject to the requirements of the Corps of En- 
gineers, respectively. 


ELMER K. NELSON, 
Consulting Engineer, 
Senate Committee on Interior and Insular Affairs. 
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Senator O’Manonry. Under date of May 10, 1951, I received an- 
other letter from Mr. Bishop. 

Prior to reading this letter, I think I ought to state for the record 
that the legislature in 1951 created a new agency of State govern- 
ment, known as the Wyoming Natural Resource Board, of which 
Governor Miller is a member. 

I believe he is vice chairman. Am I not correct, Governor ? 

Mr. Miuier. Yes. 


Senator O’Manoney. So this question was presented to the board 
by Mr. Munro, attorney for the objectors. 
The State engineer writes me as follows, with suitable salutation: 


In order that you may be fully informed of the Keyhole Dam situation to date, 
this is to tell you of the action of the Wyoming Natural Resource Board after 
listening to Mr. Munro and his witnesses for more than half of the day on 
May 7. 

On May 8, following a full discussion of the situation from the beginning 
of the compact negotiations on the Belle Fourche River to date, the board 
considered two courses: ; 

1. To declare the matter settled and take no further action, and 

2. To pass a resolution concurring in the opinion of the State engineer to 
the effect that a dam 10 feet lower in elevation would suffice. The board adopted 
the first mentioned course. 

Since you have my memorandum of “Facts in Re Keyhole Dam,” I will not 
elaborate further than to say that I feel very strongly that as an official of 
the State of Wyoming, I should not attempt to hedge from the position I took 
when I signed the compact with several of those who are how protesting con- 
struction of the dam, and later in allowing the permit. 

All of us know that the reasons advanced by the objectors are principally 
based on the personal interest of a few individuals and that any change in the 
plans at this time will result in additional cost to the United States. I am 
convinced that a saving of money for the Government just cannot be accom- 
plished by a change in plans at this time. 

As I see it, these people have had their day in court (at a hearing in Moor- 
croft before me prior to the allowance of the permit and two hearings before 
the Missouri Basin Inter-Agency Committee later), and I sincerely hope that 
you and the other Wyoming Representatives in Washington will join me in 
fulfilling the obligation of the State of Wyoming to the end that Keyhole Dam 
may be completed as planned under the permit issued at a minimum expense to 
the United States. 

The enclosed copy of a letter to the Commissioner of Reclamation is self- 
explanatory and your assistance in helping retain the mineral rights under 
these Keyhole lands to the landowners will be appreciated. 

Sincerely yours, 
L. C. Brsnop, State Engineer. 


The letter to Mr. Straus, to which he referred, reads as follows. 
being on the letterhead of the State of Wyoming, Wyoming Natural 
Resource Board, Cheyenne, and dated May 9, 1951: 


Mr. MICHAEL STRAUS, 
Commissioner, United States Bureau of Reclamation, 
Washington, D.C. 

DraR Mr. Srravs: We are informed through your Mr. Grimes that legal 
proceedings have been commenced for the acquisition of the privately owned 
lands required for right-of-way for the reservoir site of the Keyhole Dam in 
Crook County, Wyo. 

We urge that you leave the titles to all minerals under this land to the present 
owhers with privileges to recover same subject to reasonable use of the lands 
for right-of-way purposes by the United States. 

We call your attention to the fact that title of these minerals is in no way 
essential to any of the right-of-way purposes of the Keyhole Reservoir. We will 
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appreciate your cooperation in assisting to preserve these resources to the citizens 
of Wyoming. 
Sincerely yours, 
J. ELMER Brock, 
President, Wyoming Natural Resource Board. 


L. C. Bisuop, 
Director, Wyoming Natural Resource Board. 

Since that time, a letter has been received from the Bureau of Re- 
clamation by which the request of the State Resource Board is agreed 
to and the mineral resources are to be reserved. ; 

I think I might say that when I called in Mr. Nelson to go over the 
engineering facts with the representatives of the Bureau of Reclama- 
tion, I instructed him also to get in touch with Senator Case of South 
Dakota, because the matter involved a compact between the two States. 
Senator Case and I attended the first meeting which was held by Mr. 
Nelson with these gentlemen, and thereafter I had a confe ‘rence with 
Senator Case, who “expressed to me the feeling that, in his judgment, 
the matter should be permitted to proceed as it is. 


REVIEW OF RECLAMATION PROJECTS BY STATE AUTHORITIES 


Ll have made this rather full statement because I thought it was 
important to have in the record the facts of the numerous steps which 
I have taken to carry out the spirit of the original O’Mahoney- Millikin 
amendment, to make sure that the State authorities have the power 
to review and to criticise, to modify, or to oppose any program for 
the construction of flood control over rec ae ation structures on inter- 
state streams. ‘This provision was written into the Flood Control Act, 
Public Law 534 of the TSth Congress, which was approved December 
92, 1944. 

O’MAHONEY-MILLIKIN AMENDMENT 


The O’Mahoney-Millikin amendment reads as follows: 

Senator Wierry. Is that the law 

Senator OManionry. Yes, sir; this is the law. 

This is a little long to read in its entirety, so 1 will read just the im- 
portant parts: 


Plans, proposals or reports and related investigations shall be made to the 
end, among other things, of facilitating the coordination of plans for the con- 
struction or operation of the proposed works with other plans involving the 
waters which would be used or controlled by such proposed works. Each report 
submitting such plans or proposals to the Congress shall set out therein, among 
ether things, the relationship between the plans for construction and the opera 
tion of the proposed plans, if any, submitted by the affected States and by the 
Secretary of the Interior. The Chief of Engineers shall transmit a copy of his 
proposed report to each affected State, and in each case the plans or proposals 
covered by the report are concerned with the use or control of the waters which 
rise in whole or in part west of the 97th meridian to the Secretary of the 
Interior within 90 days from the date of receipt of such proposed report, the 
written views and recommendations of each affected State and of the Secretary 
of the Interior may be submitted to the Chief of Engineers. 

The Secretary of War shall transmit to the Congress such comments and recom- 
mendations as he deems appropriate on the proposed report, together with the 
submitted views and recommendations of the affected States and the Secre- 
tary of the Interior. 

The Secretary of War may prepare and make said transmittal at any time 
following said 90-day period. The letter of transmittal and its attachments shall 
be printed as a House or Senate document. 
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That, Mr. Chairman, is the picture of the situation, with respect 
to the development of this project. 


STATUS OF KEYHOLE DAM, WYO. 


Senator Corpon. Senator, I notice in the justification, under the 
heading “Status” this statement : 

Construction began July 6, 1950. As of June 30, 1951, the unit will be 
approximately 70 percent completed. Work is under way on the dam and 
specifications for clearing part of the reservoir have been issued. The contract 
will be awarded for relocation of U. S. Highway 14, a continuous section of 
which will be inundated by the reservoir in March of 1951. 

Has this expectation been realized ? 

Senator O’Manoney. That last, I think, has not been realized. I 
think that depends on money in this bill. 

Senator Corpon. The date is June 30, 1951, so that rests in the 
money that has already been appropriated. That would be the end 
of the fiscal year. 

Senator O’Manoney. Yes; but you will recall that I notified the 
Bureau of Reclamation on this, and they were marking time because 
they wanted to be sure not to get out of line. 


PROGRESS OF CONSTRUCTION AT PRESENT TIME 


Senator Corpon. I wonder if we can get information now as to the 
extent of the work at the present time ? 

Senator O’Manonery. Yes, of course. You remember, I sought that 
at the time I wrote the letter to Monroe. I had the status of the work 
at that time. 

Mr. Nelson, do you recall the present situation with respect to the 
progress of the work? 

Mr. Netson (Elmer K. Nelson, consulting engineer for the Interior 
and Insular Affairs Committee, United States Senate). I don’t know 
about the extent, but I know that I stated in my memorandum that 
at the present time about $2,500,000 has been spent or will have been 
spent in this fiscal year and the dam will be physically completed 
by about November of this year. 

Mr. Mriurr. I just want to comment, if I may, upon one or two of 
the statements here, and to make a point. 

Senator O'Mahoney referred to the meeting held at Moorcroft, with 
which I was familiar. There was a great deal of protest against the 
building of this dam at that meeting. I was not at the meeting, but 
I knew a great deal about it. In the publicity which followed, the 
State engineer took refuge in the compact proposition and said, as 
his justification, that he felt he had no authority other than to grant 
this permit because a reservoir was contemplated by the compact. 

I think the Senator was a little bit confused there as to the permit. 
With respect to those stockwater dams, where it was said that there 
would be no limitation placed upon the number of stockwater dams 
that could be constructed in Wyoming, that was not in the permit; 
that was in the compact. 

Senator O’Manonry. Oh yes—he wrote it into the permit, too. 
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Mr. Mitier. Then I must be mistaken about that. I knew it was 
in the compact, but I did not see where it had anything to do with 
the permit. 

Senator O’Manonry. I cite that because it was an illustration of 
the constrictions he imposed when issuing the permit. That is the 
reason why I have felt, just as you apparently feel, that the State 
engineer could have said the dams cannot be higher than so many feet. 


AMOUNT EXPENDED FOR PLANS AND CONSTRUCTION CAMP 


Mr. Minter. The point I make here is that the people most largely 
concerned, the people who are supposed to buy this water, the peeele 
whose land is to be taken, the county whose land is to be removed 
from the tax rolls, you understand, knew nothing about the size of 
this project. They were given no specifications. ‘The Bureau went 
ahead, and I think the figures will show here that they expended about 
$1,500,000 of the money that had been spent altogether on the plan- 
ning and building of a camp there on this small project. They have 
spent that much money in the preliminaries. 

Senator Wuerry. Building what ? 

Mr. Mituer. Building a camp. 

Senator Wuerry. Do you mean a recreational camp / 

Mr. Miter. No; a camp for their engineers to live in. 

Senator Corpon. Do you mean they spent $1,500,000 to construct 
a construction camp for a $5,000,000 project ? 

Mr. Miuier. No; I think the construction camp, Senator, was a 
little over $400,000, and then something over $1,000,000 in the engi- 
neering planning. 

Senator Wierry. Do you mean of the whole project ? 

Mr. Mixer. The building of the dam. 

Senator Corpvon. Here is a question, Governor, to which I would 
like to have you address yourself, and I am sure Senator O'Mahoney 
would be interested in it: 

With respect to the use downstream of impounded water, released 
at appropriate times through the dam, if that water flows down the 
main channel of the river and there are water rights below the dam, 
just how is the Government going to impress any charge on the water 
user below the dam, who has a water right from the State to take 
water from that watercourse ? 

Mr. Miter. They won't undertake to impress any such charge 
upon those users, between the dam and the project to which the water 
is to be delivered in South Dakota. There will be no charge to 
those users. 

Senator Cornon. Let us follow the water on down to South Dakota. 
It is impounded there in another dam and there are unquestionably 
water rights there. I assume that by measuring stream flow above 
Keyhole and taking that on downstream, less any water that is taken 
out in between, they might arrive at some rought approximation of 
the added water at the lower dam, but certainly they are going to 
have to do something about the source, otherwise the people in the 
Belle Fourche district can go right ahead and use the water and meta- 
phorically thumb their noses at the Bureau of Reclamation, can 
they not ? 

Mr. Mititer. Well, I think they can measure that water, all right, 
Senator. 
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Senator Corpon. It is going to be a difficult thing, if they are en- 
tertaining rights for taking water from this stream. 

Mr. Mitier. They will have to let the proper amount of water go 
through the Keyhole Dam to satisfy these rights, the intervening 
rights, as you say—they will have to let those sates be taken care of. 

I just want to add a few words here to this proposition, that after 
a Government project of this nature is carried along to a certain ex- 
tent, that to stop it involves the Government in a loss which should 
not be countenanced. I think that is a very debatable policy for any- 
body to follow—you would not follow it in an ordinary business. If 
you embarked upon a project that was designed in your ordinary busi- 
ness, to cost $20,000 and after you spent $5,000 or $10,000 you found 
that it was uneconomic and the people that you were going to expect 
to buy the product of your project were not going to buy it, vou would 
quit ; you would pocket your $10,000 loss and eall ita day. You would 
not go on and spend the whole $20,000; you would not do that. And 
this proposition is that the Government, after it has spent $2,000,000 
on a $5,000,000 project, should not take another look because they 
might lose that $2,000,000 if they stopped. I don’t think that is a 
tenable position. 

Senator Corpon. Of course, there is another factor there, Governor. 

The information before us from the Bureau of Reclamation is that 
there is a greater benefit against flood control than there is against 
reclamation. I would think that some consideration would have to 
be given to the complete loss of all flood-control benefits if the in- 
completed structure were left for straight river flow through it. 

Mr. Mriuer. Senator, I think you would almost have to go up 
through that country and study the situation on the ground to get a 
proper understanding of the flood-control benefits of that dam in that 
location. You can’t do that. 

Senator Corvon. If flood-control benefits fail, then the whole proj- 
ect fails, because the landowners downstream just could not meet that 
additional cost as a reimbursable cost. 

Mr. Miniter. As I say, I would not expect you to take my word for 
it, of course, but if you would go up there and talk to those people 
who live in that vicinity, who live in the Belle Fourche area, which 
had that high water in 1934, they did not ask for that. I talked to 
a leading banker of Belle Fourche the other day and I asked him how 
much damage they suffered from that high water there. Te said, 
“Very little.” He said, “I remember it so well, because it was the 
first year I was married, and I lived in a house almost on the bank of 
the creek.” 

Senator O'Manoney. He was not in a condition to recognize dam- 
age, anyway ! 

Mr. Mrurer. I asked him if there was any loss of life in that flood. 
He said “No.” TI asked him if there was any loss of livestock along 
that stream and he said “I never did hear of any.” 

But, nevertheless, the Army engineers can conceive an opportu- 
nity on a project of that kind, and they build upon it. 

I would like to leave this thought with the committee: Senator 
O’Mahoney presents here quite a case, based upon this compact. It 
still remains that the farmers who are to benefit from that do not 
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rant the water if they have to pay for it. I think the time has come, 
gentlemen, if you don’t mind my saying so, when, in behalf of the tax- 
payers of this country, you are going to have to take a look at the 
way these things are handled. I “think you are going to have to say 
that the beneficiaries, direct and indirect, of these projects, should 
pay for them and, if they are not willing to pay for them and go on 
record as so listed, in advance of the project, the project should not 
be built, should not be undertaken; that is my judgment. 

You will say that there are imponderables, which cannot be meas- 
ured. There are very few of them when you get right down to brass 
tacks. I know projects where it has been suggested that conservation 
districts be set up wherein the properties could be taxed, the indirect 
beneficiaries. But they do not want to do that, because they have been 
lulled into a sense of believing that these things that are charged off 
against flood control and reclamation and so forth, not being meas- 
urable, they should not have to be paid for, and they will want to 
escape their responsibilities. 

Senator Corpvon. Nobody, Governor, wants to kill Santa Claus. 

Mr. Mutier. No. But I think that the Congress is going to have to 
get around, as I say, to taking another look at whether those things 
should be done. 

The suggestion has been made—and, if you do not mind, I would 
nike to put in a little plug for it—that there be set up in your system 
here a board to review these projects before there is $1,500,000 spent on 
a Ss 000. JOO project 

Senator O’Manoney. It is only appropriate I should say at this 
time, Mr. Miller, that Senator Cordon and I introduced an amend- 
ment at the last session of Congress in regard to a flood-contro! bill 
doing precisely that. 

Mr. Mitier. Iam putting in a plug for it. It did not get very far. 
It should have been adopted. 

Senator Wuerry. You would like to see them introduce it again ? 

Mr. Minier. It would relieve Senators and Representatives from 
a great deal of pressure. 

Senator O’Manoney. It will be reintroduced at the appropriate 
time. I think I ought to say Governor Miller was chairman of one of 
the task forces under Mr. Hoover. He filed what I regard to be a very 
excellent constructive report on reorganization of the Department of 
Interior. I have felt that his report, which would create a Depart- 
ment of Natural Resources, was one of the most constructive things 
which came out of the investigation of the Hoover Commission. But 
to date neither the minority nor the majority report has done.anything, 
and Governor Miller and the task force did not prevail. 

The plan which was devised by Mr. Moses, of New York City, who 
does not know very much about these matters, prevailed, rather than 
the report of the former Governor of Wyoming. 

Senator Wuerry. You said a moment ago there has been $1,500,000 
spent on this project. When was that? 

Mr. Mintzer. I have the figures here some place. 

Senator Wuerry. Before when? Before the people realized they 
were going to build it? I do not quite get your observation. 

Senator O’Manoney. That was before the State permit was issued. 
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Senator Wuerry. Did not the people know they were going to build 
this project up there before the permit was issued ? 

Mr. Mitrer. The information with respect to the size of this project, 
as I said at the beginning of my remarks when you were not here, was 
not known to the people of that area until quite recently. This Key- 
hole Dam was originally approved as part of the Flood Control Act 
of 1944. At that time it was designed to have a plant capacity of 
270,000 acre-feet and to cost $750,000. Afterward that plant capacity 
was raised to 628,000 acre-feet and the latest estimate of cost we have 
is $5,980,000. It has been brought out that there was about $114 mil- 
lion expended before any work was done, something over $400,000 on 
a camp for the engineers and something over $1 million in survey and 
planning the dam. 

Senator O’Manoney. The purchase of materials was included. 
Those things are set forth in the letter I wrote. 

Senator Wuerry. Even $400,000 for building camps is a pretty 
heavy charge; is it not? 

Senator O’Manoney. It is estimated. 

Senator Youna. The total was $610,000. 

Senator Corvon. Ten percent of the over-all cost. 

Senator Wuerry. It cost 10 percent to get a dam ready to do some 
operating. I am not questioning the figures, but that is astounding 
to me. 

Mr. Miturr. Here are excerpts from Representative Frank A. 
ae in the House of Representatives, Washington, D. C., May 4, 
1950: 


The Bureau of Reclamation reports to me that as of March 31, 1950, $1,099,515 
has been spent on Keyhole Dam, breaking down as follows: Investigation and 
development, $247,000; reservoirs and dams, surveys and investigations, $833,000. 

Senator Wuerry. For investigation and surveys? 

Mr. Mutter. Reservoir and dam surveys and _ investigations, 
$333,000. 

Senator Wuerry. That could be materials, could it not ? 

Mr. Mituer. Reservoir and dam surveys and investigations. If 
you want them all, investigation and development of unit plan, $247,- 
000; reservoir and dam surveys and investigations, $333,388; tem- 
porary property, housing, and offices, $390,829. This was a little over 
a year ago. 

Equipment and supplies, $9,008 ; undistributed, designs and specials, 
$119,750, bringing all together $1,200,000, 

You see, there is no construction in there and no equipment or con- 
struction property. 

Senator Haypen. We thank you, Governor. 

Mr. Miter. I am grateful to you for your patience, sir. 

Senator Wuerry. Does it cost us that much money to make surveys 
and investigations to get ready to build these projects? I think we 
had better look into that. 

Senator Haypen. The next witness is Mr. Black. 


‘ 
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STATEMENTS OF JAMES B. BLACK, PRESIDENT, PACIFIC GAS & 
ELECTRIC CO.; ROBERT H. GERDES, GENERAL COUNSEL; JOHN F. 
BONNER, CIVIL ENGINEER; AND HERMAN C. KRUSE, PACIFIC 
GAS & ELECTRIC CO. 


CENTRAL VALLEY Provgecr 
TRANSMISSION LINES, CALIFORNIA 


Mr. Brack. My name is James B. Black. Iam president of Pacific 
Gas & Electric Co. I have with me Mr. Robert H. Gerdes, general 
counsel, Mr. John F, Bonner, civil engineer, and Mr. Herman C. Kruse. 
Mr. Gerdes was in charge of the negotiation of our wheeling service 
contract which was recently agreed to. Mr. Bonner is one of our 
engineers responsible for the preparation of the material in the state- 
ment which I propose to file with the committee. 

Senator Haypen. We have your complete statement here. It might 
save time if we put it all in the record, and you can high light it for us. 

Mr. Buack. Yes. 


(The statement referred to is as follows :) 


STATEMENT BEFORE THE SENATE COMMITTEE ON APPROPRIATIONS ON THE CENTRAL 
VALLEY PROJECT IN CALIFORNIA, BY JAMES B. BLACK, PRESIDENT PacIFic Gas 
& ELectRIc Co. 

In the Interior Department bill for 1952, the Bureau of Reclamation has sub- 
mitted budget requests for more than $5,500,000 for unnecessary and wasteful 
transmission facilities for the Central Valley project in California. These 
facilities would cost more than $28,000,000 to complete—8$28, 000,000 in Federal 
funds essential for national defense. 

Four of the items requested were specifically eliminated by the House com- 
mittee with approval of the House. They are: 


(1) Keswick-Tracy, via Elverta, 115-kilovolt line__._.....__..______ $1, 400, 000 
(2) Port Chicago-Mare Island 115-kilovolt line and 2 substations__ 300, 000 
(3) Tracy-Patterson-Naval Supply 69-kilovolt line and 2 substations 450, 000 
(4) Central Valley-Bonneville 230-kilovolt interconnection and sub- 

SIO Soha phe ak yk Metis: ceca pletaiadie dln Peake i hace cease oeeueto 1, 700, 000 


Expenditure of funds for five other items was prohibited by an amendment 
adopted on the floor of the House. This amendment provides that no part of 
the appropriation made for the Bureau “shall be used to initiate the construc- 
tion of transmission facilities within those areas covered by power wheeling serv- 
ice contracts which include provision for service to Federal establishments and 
preferred customers.” The five items covered by the amendment are: 


(1) Tracy-Livermore-Ames Laboratory line and substation___________ § 700, 000 
(2) Tracy-Contra Costa-Clayton-Ygnacio 69-kilovolt line and 2 sub- 

Se IE ccatisscaec acne a ae sh eee en reo a hicuereaies Sade 201, 170 
(3) Keswick-Shasta Dam area PUD 11! 5-kilovolt. line and substation._ 105,308 
(4) Diverta-Bacramento awitcivard........... ccs 150, 000 


(5) Folsom-Elverta-Sacramento loop 115-kilovolt line and substation 500, 000 


The four items specifically eliminated and the five items for which expendi- 
tures are prohibited are not required features of the Central Valley project. 
Neither are they necessary to provide service to Federal establishments or “pre- 
ferred customers.” The Bureau is now in position to serve such loads under an 
exchange or so-called wheeling-service contract made with the company on April 
2, 1951, 
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The wheeling-service contract allows the Bureau to use company facilities to 
supply power to Federal establishments and to preference customers throughout 
the Central Valley area—an area 450 miles long and more than 100 miles wide. 
It makes available to the Government, over this widespread area, facilities equal 
to or better than those proposed by the Bureau in the pending bill. Under the 
contract Federal establishments and preferred customers in the Central Valley 
area can be served by the Bureau without the appropriation of any Federal funds 
for transmission facilities. The contract will run for 10 years. 

In approving the contract the Secretary of the Interior said in a news release, 
April 8, 1951: 

“The wheeling-service agreement covers Federal establishments and those 
consumers which were being served by the company on the effective date of the 
contract and who are eligible as preference customers under Reclamation Law, 

* * + + * 7 os 

“Other customers covered by the wheeling agreement include contractors for 
the construction of Bureau of Reclamation projects or any development which has 
been authorized to be added to the Central Valley project. 

“The power requirements of the United States itself in the construction, opera- 
tion or maintenance or any Bureau of Reclamation project also would be met 
by the wheeling service.” 

The purpose of the House in denying the Bureau the right to expend funds to 
initiate construction in areas covered by “wheeling service” contracts was. to 
make such contracts fully effective. A more direct method would have been to 
eliminate the specific appropriations. We urge that this be done by the Senate 
in the case of the five Central Valley items which we have listed. 


TRACY-AMES LINE WOULD DEFEAT INTENT OF CONTRACT 


In its presentation to the House committee the Bureau proposed an initial 
appropriation of $700,000 for two 115-kilovolt lines from Tracy to the Ames 
Laboratory estimated to cost $1,920,000. While the hearings were under way 
the Bureau shifted to two 230-kilovolt lines and a step-down substation costing 
$5,250,000, two and three-quarters times the estimate it originally submitted. 
As it passed the House the bill prohibits expenditure of funds for these facilities. 
This item should be specifically eliminated. 

The Ames Laboratory has been served by the company ever since it was estab- 
lished in 1940. We have expanded our service facilities whenever requested. At 
the present time the company serves Ames over four 110,000-volt lines. Under a 
letter of intent from the Government we have ordered materials and equipment 
and are proceeding with the expansion of our facilities to serve the laboratory 
at a cost of $1,200,000. The company will make this large investment at no cost 
to the Government. When the work is completed we will have eight 110,000-volt 
circuits into the laboratory. They will provide more dependable service and will 
have a total capacity equal to or greater than the two 230-kilovolt circuits pro- 
posed by the Bureau. Company facilities will be capable of meeting all of the 
demands of the laboratory, which by 1954 are expected to be almost five times 
those of 1950. 

The laboratory, an installation of the National Advisory Committee for Aero- 
nauties, is admittedly a Federal establishment. It comes clearly within the 
Secretary’s statement in his news release that “the wheeling service covers Fed- 
eral establishments.” 

Construction of the Bureau's line would defeat the intent of the “wheeling 
service” contract. The intent of the contract is to use company facilities, not 
to supplant them. This intent was well expressed by Mr. Richard L. Boke, 
regional director, in a letter written to us November 6, 1950, regarding the 
“wheeling service” contract then under negotiation. Mr. Boke said: 

“The contractual arrangement under negotiation is intended by the Bureau 
to provide wheeling or exchange service, through the company’s system, in lieu 
of the Federal subtransmission lines which your company has so consistently 
fought.” 

Now we find the Bureau attempting to justify construction of lines to serve 
Ames Laboratory as against using the facilities of the company on the ground that 
it could make a saving over the wheeling charge. 

The wheeling charge is determined on an average cost basis, applicable over 
a very wide area. It is a system charge, calculated on a postage-stamp basis 
and was so proposed by the Bureau. It is not made on a zone basis, or for the 
use of a particular line. 
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The charge is in keeping with the principle of coordination and cooperation, 
which must underlie agreements of this type, the very purpose of which is to 
make use of company facilities to avoid duplication and waste of Government 
funds. Here we find the Bureau taking a course which would permit it to use 
Government funds to serve directly a customer which it believes to be in a favor- 
able situation and leave the fringe, or more costly customers, to be served over 
company facilities. This obviously would be inequitable, and defeat the purpose 
of the wheeling-service contract. 


BUREAU MAKES ERRONEOUS ESTIMATE OF SAVINGS 


The Bureau makes what we believe to be an erroneous estimate of savings. 
It claims that the difference between the annual cost of wheeling and the annual 
charges on the facilities which it would construct would be about $450,000. 
To reach this figure the Bureau makes the arbitrary assumption that the labora- 
tory will operate at peak capacity during each month of the year. 

Our records show that the average monthly maximum demand of the laboratory 
would be only half what the Bureau assumes it would be. The weeling charge, 
which is related to monthly demand, therefore would be only half the amount 
the Bureau claims. In addition, the Bureau makes no allowance for the cost 
of stand-by, steam or otherwise. Stand-by is provided in our service and would 
be provided under the wheeling-service contract. If the Bureau should build 
into the laboratory and provide equivalent stand-by, the cost of doing so would 
alone exceed the $450,000 saving claimed by the Bureau. 

The Bureau is already preparing to use our facilities into Moffett Field, where 
Ames Laboratory is located. It has asked us, and we have agreed, to wheel 
power to the naval air station located on the field. 

The Bureau's request for the Ames line and substation comes at a time when 
the country is called upon to save steel, copper, and aluminum for national 
defense. To build the line and substation would require more of these critical 
materials than if the laboratory is supplied under the wheeling-service contract— 
more by 2,900 tons of steel, 4380 tons of aluminum, and 90 tons of copper. This 
alone should be sufficient ground for denying the appropriation. On either or 
both grounds, waste of money and materials or availability of the wheeling- 
service contract, the appropriation should be denied and the item stricken from 
the bill. 

TRACY-CONTRA COSTA-CLAYTON-YGNACIO LINE AND SUBSTATIONS 


In previous bills the purpose of the Tracy-Contra Costa-Clayton-Ygnacio 
69-kilovolt line and substations was stated to be service to pumps along the 
Contra Costa canal. 

Last year the Bureau fixed the total cost of these facilities at $581,000 and 
Yongress provided sufficient funds to complete them. Now the Bureau proposes 
to expand the system by adding 9 miles of transmission lines and at least two 
substations at an additional cost of $640,000. The purpose is to serve directly 
several Federal establishments and preference customers. Before the House 
committee, a representative of the Bureau testified that the execution of a 
wheeling contract would make these facilities unnecessary. Yet in the pending 
bill the Bureau continues to press for $201,170 to start work on these line 
extensions and the substation identified with them. 

The West Side irrigation district, Camp Stoneman, and other customers who 
might be served by the proposed extensions, are already adequately served. 
Camp Stoneman, for instance, is served from three company lines which have 
a capacity 16 times the 1950 maximum demand. Federal establishments and 
public agencies in the area can be fully served under the wheeling-service 
contract. In fact, we have already agreed, at the Bureau’s request, to serve 
the West Side irrigation district over our facilities for the account of the 
Bureau. Camp Stoneman can likewise be so served whenever the Bureau so 
requests. 

The Bureau has claimed that the cost of service under the wheeling contract 
would be greater than if served directly. Here again it has ignored the need 
for and cost of stand-by. The charge in the wheeling contract is a fair charge, 
agreed upon with the Bureau after long negotiation. It does not now become 
the Bureau to attack the charge because it believes it has found here a particular 
situation where it claims it can undercut the average. It is another case of 
trying to preempt “close in” customers while leaviug the “fringe” to the company. 

Obviously the proposed expenditure is unwarranted. The request for $201,170 
should be specifically eliminated from the bill. 
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SHASTA DAM AREA PUBLIC UTILITY DISTRICT 


The Bureau requests $105,308 to commence construction of a 115 kilovolt line, 
and a substation near Silverthorne, in Shasta County, to serve the Shasta Dam 
area public utility district from the Keswick power plant. It is also claimed 
that the line will facilitate service to a small Bureau of Mines experimental 
laboratory near Shasta Dam. 

There is no warrant for this expenditure. The district, which is already served 
by the Bureau, has only five customers, one domestic, and four industrial, engaged 
in processing lumber. All other customers, except the five mentioned, more than 
1,000 in number, are served by the company, which operates a complete distribu- 
tion system within the district. There is no need for additional lines or sub- 
stations. The proposed facilities would be wasteful duplication under any cir- 
cumstances, but doubly so with service under the wheeling-service contract 
available to the Government. 

The Bureau of Mines experimental laboratory is located only 200 yvards from 
Shasta power plant and is served from that point by the Bureau at distribution 
voltage. It would be sheer waste to supplement this service with a high voltage 
line from Keswick dam. 

The request for $105,308 for this line and substation should be denied and the 
item stricken from the bill. 

It is worthy of note that although no funds have been heretofore requested for 
these facilities, the Bureau's justification shows that $85,000 already has been 
allocated to their construction. No such sum ever has been apporpriated. 


ELVERTA SWITCHYARD AND FOLSOM-ELVERTA LOOP 


The Bureau requests $150,000 for the Elverta-Sacramento switchyard (really 
a substation), and $500,000 for a 115-kilovolt loop transmission line from 
Elverta to Sacramento, thence to Folsom and back to Elverta. These are only 
commitment appropriations. Completed, the switchyard would cost $6,500,000, 
and the transmission line $1,949,000. Congress several times has denied funds 
to construct essentially the same facilities. 

The loop line, Which will be 51 miles in length, and the Elverta switchyard 
are not planned for the primary purpose of connecting the Folsom plant to 
the project’s main transmission lines. On the contrary, the Bureau’s purpose 
is to make them a part of the Bureau’s proposed 115-kilovolt transmission sys- 
tem. In presenting the 1950 Interior bill, a representative of the Bureau advised 
the House committee that: 

“The Elverta switchyard serves the primary purpose of transforming energy 
from 230,000 volts to 115,000 volts for retransformation at lower voltages for 
power uses in the immediate area. 

“The Elverta switchyard will supply power to the Sacramento municipal 
utility district and the cities of Lodi and Roseville, the Delta cross channel 
pumping plant (since abandoned or deferred), and will also serve as point 
of interconnection of power supply from the Folsom Dam power plant.” 

This year, however, the Bureau takes a different position. It claims that 
these facilities now are needed “to supply construction power initially for the 
construction of Folsom Dam,” and later, “as a tie line between Folsom and the 
Central Valley transmission grid system.” 

The Folsom plant is not scheduled to come into operation until the latter 
part. of 1954. Until then no facilities will be necessary to market its power. 
In the meantime the company is supplying all power required for construction 
purposes at Folsom Dam, and whenever the Bureau so requests will supply 
such power under the wheeling-service contract. 

Moreover, when the Folsom plant does come into operation 3 years from now, 
the company will be prepared to take delivery of its output at the plant. We 
have transmission lines running past the proposed plant and at relatively small 
cost to us and at no cost to the Government we can connect them into the plant. 

When Folsom power comes in it will be as part of the Central Valley project 
supply. Under the wheeling-service contract project power may be delivered to us 
at Tracy switchyard and “at such other points of interconnection and voltages 
as the parties may agree upon.” By agreement Folsom power can be delivered 
to us at the plant under the same conditions as at Tracy. It can be so delivered 
without the construction of additional Bureau facilities. 
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All of the preference customers which would be served from the switchyard 
or the loop are covered by the wheeling-service contract. 

The Elverta switchyard and the loop line would cost about $8,500,000 and 
require 3,950 tons of steel, 830 tons of aluminum, and 350 tons of copper, all 
critical and controlled materials under the Nation’s defense program. 

On the other hand the company can utilize existing transmission lines and 
take Folsom power at the plant for an expenditure of only $900,000 and with 
a saving of 94 percent of the steel, 98 percent of the aluminum, and 77 percent 
of the copper, as against the Bureau’s plan. 

Operated at 115 kilovolts, the proposed Folsom loop, 51 miles in length, would 
be wasteful even if the companys’ offer to take power at the plant were ignored, 

All that would be necessary to interconnect Folsom and the Central Valley 
project transmission system would be a single 230-kilovolt line only 20 miles 
long directly from Folsom to the nearest point on the Bureau’s main 250-kilo- 
volt lines. Compared with the proposal being urged by the Bureau, a 230- 
kilovolt line would save in money $6,200,000, and in critical materials 2,950 tons 
of steel, 200 tons of aluminum, and 340 tons of copper. It would also save 
the continuing cost of maintaining and operating a substation at Elverta. 

The Folsom-Elverta transmission line and the Elverta switchyard are certainly 
not needed now. More than this, the company’s offer to take power at the 
Folsom plant and its obligation to provide wheeling service to Federal estab- 
lishments and preference customers makes it unnecessary to construct any 
transmission facilities between Folsom and Elverta. The appropriations 
requested for the loop line and the Elverta switchyard should be denied. 

We wish to make it plain that we are not in any way opposing the Folsom Dam 
or the installation of generating facilities at the dam. In fact several years ago 
we proposed to build the power facilities ourselves. Our objection is to the 
waste of funds and critical materials which would result from construction of 
the Elverta switchyard-substation and the Folsom-Elverta loop. 


TRANSMISSION FACILITIES SPECIFICALLY DENIED IN THE HOUSE 


We desire to comment briefly on the items specifically denied by the House, 
which regardless of the action taken by the House, may be submitted to this 
committee : 

(1) The Keswick-Tracy line via Elverta (115-kilovolt) would run down the 
Sacramento Valley 245 miles from the Keswick power plant to Tracy. It would 
duplicate existing facilities and would serve only cities, towns, and districts 
already adequately served by the company. Appropriations for this line have 
been denied six times. 

The company has 5-year contracts with all of the cities along the proposed 
line which have their own distribution systems. In fact we have contracts with 
all such cities in our territory, including the city of Roseville, which once signed 
and later canceled a contract for Bureau power. 

Should the preference agencies elect to become customers of the Bureau, when 
the present contracts with the company expire, the Bureau will be in a position 
to supply them over the company’s facilities under the terms of the wheeling- 
service contract. 

(2) The Port Chicago-Mare Island line is a wholly unnecessary facility. It is 
intended to serve Federal establishments, including Mare Island Navy Yard. 
The House committee in its report clearly recognized that these establishments 
could be served with Bureau power over the lines of the company under the 
“wheeling service” contract. We already have agreed to the Bureau's request 
that the navy yard be served under this contract. 

At the point of service to Mare Island Navy Yard, we have facilities capable 
of delivering twice the highest demand reached by the yard during World War IT. 
Furthermore, we are fully serving all of the other loads which would be reached 
by the Bureau’s proposed lines. We are prepared to serve any expansion of their 
demands, either directly or under the “wheeling service” contract. 

(3) The Tracy-Patterson-Naval Supply Depot line would also supply Federal 
establishments. As in the case of Mare Island, we have facilities in place ade- 
quate to serve them. We already have agreed to the Bureau's request to serve 
the naval supply depot under the ‘‘wheeling service” contract. 

(4) The House also denied the Bureau’s request for $1,700,000 to begin con- 
struction of a line running north into Oregon from Shasta Dam to Klamath Falls. 
Appropriations for this line were denied in the 1948 and 1949 bills. 
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SHASTA-KLAMATH FALLS LINE—BONNEVILLE CONNECTION 


Heretofore the Bureau has advocated construction of the Shasta Dam-Klamath 
Falls line as a means of bringing surplus hydroelectric energy from Columbia 
River plants into California to reduce the amount of fuel used in California steam 
electric plants. When the line was originally proposed, Bonneville’s transmis- 
sion lines terminated more than 200 miles north of Klamath Falls. 

Last year the Bonneville Power Administration urged extension of its trans- 
mission grid into southern Oregon. It then claimed that the construction pro- 
gram of the utilities serving southern Oregon was insufficient to meet growing 
power demands in that territory. It also claimed power would have to be im- 
ported into the area beginning not later than 1953. Having no information to 
the contrary, Congress allowed funds to commence one part of a loop into south- 
western Oregon down to Klamath Falls, involving the purchase and reconstruc- 
tion of 42 miles, and the construction of 189 miles of transmission line, a total of 
251 miles. 

The area around Klamath Falls is served by the California-Oregon Power Co., 
whose lines have long been connected with ours. Our present interconnection 
consists of two lines, one of 110 kilovolts and another of 60 kilovolts, which to- 
gether have a capacity of more than 65,000 kilowatts. For many years surplus 
power on the California-Oregon system was sent south to us through Shasta 
substation. This situation changed during and after World War II, and now the 
direction of power flow is for the most part to the north, although at times 
surplus hydro power flows south. 

Under a contract now under negotiation, we have agreed to supply the Cali- 
fornia-Oregon Co. up to 50,000 kilowatts of firm power. This power, together 
with power being developed in southern Oregon by the California-Oregon Co., 
is sufficient to meet the power needs of the area through 1955. To meet de- 
mands after 1955 the California-Oregon Co. plans to construct plants on the 
Klamath River, where some 250,000 kilowatts are available for development. 
Application has been made to the Federal Power Commission for a license for 
the first plant. Extension of the Bonneville loop to Klamath Falls is therefore 
unnecessary until 1955 at the earliest; and if these additional hydroelectric 
plants are constructed on Klamath River, or more power purchased from us, 
the loop will not be required in the foreseeable future. 

In the present bill the Bureau, supported by the Bonneville Administration, 
has shifted its position. It now claims that the interconnection, 231 miles from 
Maupin to Klamath Falls, and 119 miles from Klamath Falls to Shasta Dam, 
is required for the transmission of steam power from California to the Pacific 
Northwest. A representative of the Bureau testified before the House com- 
mittee as follows: 

“Question, by Congressman Jackson of Washington: 

“And the only power that California could give back to the Pacific Northwest 
would be steam-generated power; is that not correct? 

“Mr. McPuHatt. That is also true. 

“Mr. Jackson. Who has the steam plant? 

“Mr. McPHaIL. The steam plants are essentially all owned by the Pacific Gas & 
Electric Co.” (House hearings, p. 530.) 

Mr. McPhail also testified that no negotiations have been had with the Pacific 
Gas & Electric Co. and that no one in the Bureau has “any definite idea” as to 
what such steam power would cost. 

According to its own statement, the Bureau proposes to use the line between 
Shasta and Klamath Falls so that “steam power generated in central California 
may be transmitted to the Northwest by displacement of Central Valley project 
power.” 

It does not appear to be sound to send Central Valley power north by displace- 
ment. To be useful to Bonneville, power must be transferred northward in the 
fall and winter months. During these months water is being held back or 
stored in Shasta Reservoir and the output of Shasta power plant held to a mini- 
mum. This is necessary to assure an adequate supply of water for the follow- 
ing season. 

In such periods of low output, all of the energy generated at Shasta and Kes- 
wick could be transmitted north over the proposed line, leaving nothing for 
California. The effective operating capacity of Shasta and Keswick might be 
lost because without energy the capacity would not be useful in the northern 
California regional load, 
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If water were drawn from Shasta Reservoir during the fall and winter months 
in order to produce sufficient energy both for export to Bonneville and to supply 
peaking power for California, it could well create a shortage of both irrigation 
water and power capac ity later in the season, 

Any reduction in capacity, even if made for short pe riods, would impair the 
value of Central Valley power and could cause a loss of power revenue run- 
ning to several million dollars a year. If the effective peaking capacity of the 
Shasta and Keswick plants were taken away, it would have to be replaced by new 
capacity in California. 


PROPOSED INTERCONNECTION NOT YET FULLY STUDIED 


Economic justification for the proposed line has not been established. Only 
hasty studies of the problem have been made, and they have been based om 
assumptions which do not reflect current and probable future power supply and 
power requirements in both areas. Before further steps are taken, complete and 
detailed joint studies should be made by all agencies affected. The compan) 
should participate in such studies because its steam energy is needed to effect 
any transfer to the north and because the company must absorb any hydro energy 
brought into California. 

The energy to be transmitted from California to the Northwest would have 
to come for the most part from the company’s steam plants in the San Francisco 
Bay area. It would be generated during the late fall and winter, when the out 
put of hydroelectric plants in California is lowest. It probably would become 
necessary to operate old and inefficient plants which have been set aside as 
reserves for occasional dry years and other contingencies. Large amounts of 
fuel would be required by these plants, and the output would be high-cost energy. 
With losses this power might cost 10 mills or more per kilowatt-hour when deliv- 
ered to points of use in the Northwest. 

On the other hand, Bonneville’s surplus would be available in the spring and 
early summer months when the hydroelectrie output in California, ineluding 
Shasta, is at its maximum. It would be secondary power in California and 
would have a value of only 2 mills at Central Valley load centers under the 
Bureau’s own rate schedules. Nevertheless, we understand Bonneville proposes 
to charge 2% mills for its surplus energy. Obviously, it would be nneconomie for 
the Bureau to buy surplus energy for 214 mills and convey it more than 200 miles 
to load centers where the Bureau’s going rate is 2 mills. Furthermore, it is not 
likely that we would be justified in paying 2 mills for this type of power except 
in subnormal water years. 

It does not appear that the defense program offers an adequate excuse for con- 
structing the Shasta-Bonneville interconnection. To complete the intereonnec- 
tion would require the expenditure of about $15,000,000 in Federal funds and 
the use of 2,100 tons of aluminum and 100 tons of copper. If built on steel towers, 
the line would also use up 14,500 tons of steel. 

Power should not be diverted out of California at the expense of Californi 
power consumers, including many necessary and vital defense establishments 
Such diversion could impose a burden on the economy of California. As a pro 
ducer for defense, California is no less important than the Pacific Northwest 
New defense loads, yet to be located, may well absorb all power available in 
California. 

The Central Valley project lies wholly within the State of California. It has 
always been understood heretofore that all the benefits of the project were to 
accrue to the valley areas, From the beginning the entire output of the project 
has been made available to and used in northern and central California, 

For many years the company has planned and carried forward its power- 
building program with full regard for the development of the Central Valley 
project. We have adjusted our construction program to furnish a market for 
Central Valley power as it became available. Coordinated with our system the 
project has become a necessary part of the power supply of California, This 
power supply should not be endangered by allowing the Bureau to carry out its 
plan. 

$200,000 FOR WEST SIDE TRANSMISSION LINES 


The Bureau requests and the House allowed $200,000 to complete the West 
Side lines. As we have stated to this committee over a number of years, these 
lines are not needed, despite repeated statements to the contrary by representa 
tives of the Bureau. Our facilities, together with the Bureau's so-called East 
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Side line, have proven of sufficient capacity to carry the full output of the Shasta 
and Keswick plants to market. 

When completed, the Bureau lines will unload the company’s West Side lines 
and appurtenant substation facilities representing an investment of $14,500,000, 
which have been and now are being used to transmit Central Valley power. This 
situation will be only partly alleviated when we can build new hydroelectric 
plants to utilize a portion of the idle capacity. Paralleling our West Side lines 
by the Bureau is a clear example of duplication and waste. 

The Bureau is building these parallel lines, 190 miles in length, only to charge 
at Tracy, the end of the lines, the same price it now receives at Shasta sub- 
station. The cost of the lines is not all that will be wasted. The Bureau is 
also making a further unnecessary expenditure of more than $8,500,000 for 
transformers and other equipment at the Tracy switchyard. Because of trans- 
mission losses, the Bureau will obtain less revenue at Tracy than it now 
receives at Shasta substation. This loss and the annual cost of the unneeded 
facilities will amount to more than a million dollars a year; an unnecessary 
financial burden on water users and Federal taxpayers. 


PROJECT POWER NOW EARNS MAXIMUM REVENUE 


The Bureau is now receiving the maximum value for its hydro power, dis- 
tributed through the system of the Pacific Gas & Electric Co. We are taking 
delivery at Shasta substation, only 25 miles from Shasta Dam, and paying the 
so-called postage-stamp rate which the Bureau offers throughout the Central 
Valley, even at a distance of 200 miles or more from the dam. 

Last year we paid an average of 5.4 mills for project power. This is six 
times what the Bureau charged the Bonneville Power Administration for Grand 
Coulee power. In fiscal year 1950 our payments accounted for 28 percent of all 
power revenues collected by the Bureau throughout the country, although we 
purchased less than 9 percent of the total energy sold by the Bureau. As against 
our payment of 5.4 mills, all other purchasers paid only an average of 1.38 mills 
for Bureau power. Our payment for project power in 1950 was $9,915,244. 

The advantages which the project has enjoyed have meant much to the United 
States Treasury. Up to the end of 1950 the Bureau has received a total revenue 
of over $37,000,000 from the sale of Central Valley water and power. Of this 
revenue, $34,000,000—more than 90 percent of the total—was paid by Pacific 
Gas & Electric Co. This has been sufficient to pay the project's operating costs 
and leave nearly $80,000,000 for repayment of the cost of the project. 

This high net return is due entirely to the fact that the power has been 
sold to the company near the dam. Had it been sold by the Bureau over the 
independent power system the Bureau has proposed from time to time, the return 
to the Treasury would have been at least $5,000,000 per year less. Gross revenue 
would have been reduced by losses in transmission. Annual expenses would 
have been increased by the cost of operating and maintaining the independent 
system and by charges on the capital used to construct it. 


TAXPAYING PROPERTIES SHOULD NOT BE DESTROYED 


Whenever the Government builds a duplicating system in competition with 
existing facilities it damages or destroys taxpaying properties. The Pacific Gas 
& Electric Co. pays taxes in 48 of the 58 counties in California. In a number 
of counties, it pays more than 50 percent of the total taxes collected for county 
purposes, 

Taxes accrued for 1950 were: Federal, $23,114,415; State and local, $31,588,653 ; 
a total of $54,703,068. In the period 1940 to 1950 the company has paid $207,- 
000,000 into the Federal Treasury in taxes and about $196,000,000 in State and 
local taxes, a total of $403,000,000. This tax payment exceeds by $40,000,000 
all of the appropriations made for the Central Valley project since it was 
authorized in 1935. 

The company, which is an operating company, a California corporation, has 
more than 170,000 stockholders, 63 percent of them residents of California. 
The average holding of individuals and joint tenants at the close of last year 
was only 76 shares, representing a par value of about $1,900. Taking all stock- 
holders, including institutional holders, primarily insurance companies, the 
average ownership was 116 shares. 
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COMPANY POSTWAR CONSTRUCTION PROGRAM 


At the present time the company is engaged in the largest construction program 
of any electric and gas utility in the country. We started this program as soon 
as wartime controls were removed. Since that time and by the end of this year, 
we will have spent $800,000,000 on new plant. Further additions to be completed 
in 1952 and 1953 will raise our investment in new construction since the end 
of World War II to approximately 1 billion dollars. This investment about 
equals the total invested to date in TVA and substantially exceeds the combined 
ultimate cost of the dams and power plants built at Boulder Canyon, Bonneville, 
Grand Coulee, and Shasta and Keswick. The capital is being supplied from 
the savings of private investors and creates Wealth which is and will be taxed 
by local, State, and Federal Governments. 

Since the end of World War II we have brought into operation over 1,000,000 
kilowatts of new electric generating capacity in hydro and steam plants. Within 
the next 3 months we will add another 300,000 kilowatts in steam plant capacity. 
We have under construction still another 400,00 kilowatts in steam additions 
and a 33,000-kilowatt hydro plant on the Mokelumne River, all to be completed 
by the summer of 19538. Looking further ahead we have just ordered an addi- 
tional 500,000 kilowatts of steam capacity to be installed late in 1953 and early 
in 1954. We intend not only to build ahead of the rapid normal growth in our 
area but to be prepared to meet the new defense loads which may come on our 
system. 

When those scheduled and proposed additions are completed the company will 
have added more than 2,290,000 kilowatts of new generating capacity since VJ- 
day. ‘This is five times the installed capacity of the Shasta and Keswick plants 
combined. It would be sufficient to serve a city the size of Chicago. 

We also have plans for the construction of four new hydro plants and addi- 
tions to an existing plant on the Kings River with a total installed generating 
eapacity of 279,000 kilowatts. The Federal Power Commission authorized the 
issuance of a license to us for this development in 1949, but the Secretary of 
the Interior intervened in the case and a rehearing was granted. We are now 
awaiting the decision by the Commission. 

Last year on July 25, we carried a peak load of 2144 million kilowatts, the 
largest in our history. When the peak occurred we had 476,000 kilowatts in re- 
serve, a margin of nearly 20 percent. We expect to meet a higher peak this 
year with a similar margin. Normally a margin of 15 percent is considered 
adequate. 


FARM BUREAU FEDERATION AND OTHERS OPPOSE APPROPRIATIONS 


At previous hearings on these appropriations the California Farm Bureau Fed- 
eration has registered its opposition to the use of Federal funds for the con- 
struction of these unnecessary power facilities on the Central Valley project. 
So have various irrigation districts, the State Chamber of Commerce, Agriculture 
and Industry, and the California Manufacturers Association, as well as both 
the CIO and AFL electrical unions in northern California. This opposition still 
stands; it never has been withdrawn. 

The Farm Bureau has a membership of 56,000 farm families and represents the 
54 county farm bureaus in California. 

The California Manufacturers Association represents more than 600 manu- 
facturing concerns in California. 

The State Chamber of Commerce, Agriculture, and Industry represents all 
phases of mining, industry, and agriculture throughout the State. 

Together these organizations speak for the customers who use three-fourths 
of the power sold in the area which we serve. 

We submit that in addition to the four items specifically eliminated by the 
House, there should also be stricken from the bill (1) the request for $700,000 for 
the Tracy-Ames Laboratory line and substation; (2) the request for $201,170 
for the Tracy-Contra Costa-Clayton-Ygnacio stub lines and substations: (3) 
the request for $105,308 for the Keswick-Shasta Dam area PUD line and sub- 
station; (4) the request for $150,000 for the Elverta-Sacramento switchyard; 
and (5) the request for $500,000 for the Folsom-Elverta-Sacramento loop line 
and substation; all items covering facilities for which the House prohibited 
expenditures out of the funds appropriated in this bill. 
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Together, these facilities—those specifically denied in the House and those 
for which expenditures are prohibited by the House—would require the waste- 
ful expenditure of $28,000,000 of Federal funds and the unnecessary use at this 
time of 18,000 tons of steel, 600 tons of copper, and 2,500 tons of aluminum; all 
eritical materials now in short supply and rationed for national defense. 


CONSTRUCTION, CENTRAL VALLEY PROJECT 


Mr. Brack. I only propose to read the more important matters. 

In the Interior Department bill for 1952, the Bureau of Reclamation 
has submitted budget requests for more than $5,500,000 for unneces- 
sary and wasteful transmission facilities for the Central Valley proj- 
ect in California. These facilities would cost more than $28 million 
to complete—S28 million in Federal funds essential for national de- 
fense. 

Four of the items requested were specifically eliminated by the 
House committee with approval of the House. They are: 

(1) Keswick-Tracy via Elverta, 115-kilovolt line $1, 400, 000 
(2) Port Chicago-Mare Island, 115-kilovolt line and two substations 300, 00 
(3) Tracy-Patterson-Naval Supply, 69 kilovolt line and two sub- 

stations oe : 450, 000 
(4) Central Valley-Bonneville, 230-kilovolt interconnection and 

substation ; ee : ee 1, 700, 000 

Senator Wuerry. The $1,700,000 is for that connection. That is 
about one-fourth of the whole thing ? 

Mr. Buack. That is just the down payment. 

Senator Wuerry. That is about one-fourth of this $5,500,000 that 
the House eliminated. You said they eliminated four items, about 
$5.500.000, 

Mr. Buack. The four items amount to $3,850,000, 

Senator Wrerry. But this interconnection, how much is being asked 
for this year? 

Mr. Buack. $1,700,000. 

Senator Wuerry. That is upward of two-fifths of the $5,500,000 
you are talking about can be eliminated from this appropriation ? 

Senator Corpon. That represents substantially one-fourth of a total 
cost of the interconnection ; is that right ? 

Mr. Buack. That is about correct. It is 30 percent. 


KEATING AMENDMENT 


Senator Corpon. Let me say the proposed interconnection 
Mr. Biack. Expenditure of funds for five other items was prohib- 
ited by an amendment adopted on the floor of the House. This 


amendment provides that no part of the appropriation made for the 
Bureau— 


shall be used to initiate the construction of transmission facilities within those 
areas covered by power wheeling service contracts which include provision for 
service to Federal establishments and preferred customers. 


The five items covered by the amendment are: 


(1) Tracy-Livermore-Ames Laboratory line and substation ih _ $700, 000 
(2) Tracy-Contra Costa-Clayton-Ygnacio 69-kilovolc line and two sub- ; 
stations _____ eae ss mada ou = . 201, 170 
(3) Keswick-Shasta Dam area PUD 115-kilovolt line and substation— 105, 808 
(4) Elverta-Sacramento switchyard ie _ 150, 000 
(>) Folsom-Elverta-Sacramento loop, 115-kilovolt line and substation 500, 000 
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WHEELING CONTRACT 


The four items specifically eliminated and the five items for which 
expenditures are prohibited are not required features of the Central 
Valley project. Neither are they necessary to provide service to Ked- 
eral establishments or “preferred customers.” The Bureau is now 
in position to serve such loads under an exchange or so-called wheeling- 
service contract made with the company on April 2, 1951. 

The wheeling-service contract allows the Bureau to use company 
facilities to supply power to Federal establishments and to pret- 
erence customers throughout the Central Valley area—an area 450 
miles long and more than 100 miles wide. It makes available to the 
Government over this widespread area, facilities equal to or better 
than those proposed by the Bureau in the pending bill. Under the 
contract Federal establishments and preferred customers in the Cen- 
tral Valley area can be served by the Bureau without the appropria- 
tion of any Federal funds for transmission facilities. The contract 
will run for 2 years. 

In approving the contract the Secretary of the Interior said in a 
news release, April 3, 1951: 

The wheeling-service agreement covers Federal establishments and those 
consumers Which were being served by the company on the effective date of the 
contract and who are eligible as preference customers under reclamation 
ay = eS 

Other customers covered by the wheeling agreement include contractors for 
the construction of Bureau of Reclamation projects‘or any development which 
has been authorized to be added to the Central Valley project. 

The power requirements of the United States itself in the construction opera- 
tion or maintenance of any Bureau of Reclamation project also would be met 
by the wheeling service. 

The purpose of the House in denying the Bureau the right to expend 
funds to initiate construction in areas covered by wheeling-service 
contracts was to make such contracts fully effective. A more direct 
method would have been to eliminate the specific appropriations. We 
urge that this be done by the Senate in the case of the five Central 
Valley items which we have listed. 


TRACY-AMES LINE WOULD DEFEAT INTENT OF CONTRACT 


In its presentation to the House committee the Bureau proposed 
an initial appropriation of $700,000 for two 115-kilovolt lines from 
Tracy to the Ames Laboratory estimated to cost $1,920,000. While 
the hearings were under way the Bureau shifted to two 230-kilovolt 
lines and a step-down substation cesting $5,250,000, 234 times the esti- 
mate it originally submitted. As it passed the on the bill pro 
hibits expenditure of funds for these facilities. This item should be 
specifically eliminated. 

The Ames Laboratory has been served by the company ever since it 
was established in 1940. We have expanded our service facilities 
whenever requested. At the present time the company serves Ames 
over four 110,000-volt lines. Under a letter of intent from the Gov- 
ernment we have ordered materials and equipment and are proceed- 
ing with the expansion of our facilities to serve the laboratory at a 
cost of $1,200,000. The company will make this large investment at no 
cost to the Government. When the work is completed we will have 
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eight 110,000-volt circuits into the laboratory. They will provide 
more dependable service and will have a total capacity equal to or 
greater than the two 230-kilovolt circuits proposed by the Bureau. 
Company facilities will be capable of meeting all of the demands of 
the laboratory, which by 1954 are expected to be almost five times those 
of 1950. 

The laboratory, an installation of the National Advisory Commit- 
tee for Aeronautics, is admittedly a Federal establishment. It comes 
clearly within the Secretary’s statement in his news release that “the 
wheeling service covers Federal establishments.” 

Construction of the Bureau’s line would defeat the intent of the 
wheeling-service contract. The intent of the contract is to use com- 
pany facilities, not to supplant them. This intent was well expressed 
by Mr. Richard L. Boke, regional director, in a letter written to us 
November 6, 1950, regarding the wheeling-service contract then under 
negotiation. Mr. Boke said: 

The contractual arrangement under negotiation is intended by the Bureau to 
provide wheeling or exchange service, through the company’s system, in lieu of 
the Federal subtransmission lines which your company has so consistently 
fought. 

Now we find the Bureau attempting to justify construction of iines 
to serve Ames Laboratory as against using the facilities of the com- 
pany on the ground that it could make a saving over the wheeling 
charge. 


POWER RATES 


The wheeling charge is determined on an average cost basis, applica- 


ble overa very wide area. It isasystem charge, calculated on a “post- 
age stamp” basis and was so proposed by the Bureau. It is not made 
on a zone basis, or for the use of a particular line. 

The charge is in keeping with the principle of coordination and 
cooperation, which must underlie agreements of this type, the very 
purpose of which is to make use of company facilities to avoid dupli- 

cation and waste of Government funds. Here we find the Bureau 
ice a course which would permit it to use Government funds to 
serve directly a customer which it believes to be in a favorable situa- 
tion and leave the fringe, or more costly customers, to be served over 
company facilities. This obviously would be inequitable, and defeat 
the purpose of the wheeling-service contract. 
Senator Haypen. This Ames Laboratory requires a lot of power 
for what purpose 4 

Mr. Buack. Operations of wind tunnels, principally. It is a testing 
laboratory for full-scale aircraft work. It is a very peculiar operation 
in that it requires large amounts of power for a relatively short time 
for the operation of large fans. 

Senator Haypen. Do you supply that power at off-peak periods ? 

Mr. Biack. We are working with the Ames people at the present 
time on negotiations in an attempt to come to some conclusion as to 
how they will operate. We try to set up a rate which will be appro- 
priate for that kind of an operation. It will have a very large demand, 
about 260,000 kilowatts. It would be to their advantage to adjust their 
operations in such a way as to bring the largest demand during off- 
peak periods. 
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Senator Haypen. Your argument is that the wheeling charge is 
based on a wide scope rather than a particular item of this kind. 
What would the Government actually save if it built this line and 
handled it the way it is proposed ¢ 

Mr. Buack. I do not think it would save anything. I discuss that 
in the next few paragraphs. 


CLAIM THAT BUREAU MAKES ERRONEOUS ESTIMATE OF SAVINGS 


The Bureau makes what we believe to be an erroneous estimate of 
savings. It claims that the difference between the annual cost of 
wheeling and the annual charges on the facilities which it would 
construct, would be about $450,000. To reach this figure the Bureau 
makes the arbitrary assumption that the laboratory will operate at 
peak capacity during each month of the year. 

Our records show that the average monthly maximum demand of 
the laboratory would be only half what the Bureau assumes it would 
be. The wheeling charge, which is related to monthly demand, 
therefore would be only half the amount the Bureau claims. In addi- 
tion, the Bureau makes no allowance for the cost of stand-by, steam or 
otherwise. Stand-by is provided in our service and would be provided 
under the wheeling-service contract. If the Bureau should build 
into the laboratory and provide equivalent stand-by, the cost of doing 
so would alone exceed the $450,000 saving claimed by the Bureau. 

The Bureau is already preparing to use our fac ilities into Moffett 
Field where Ames Laboratory is located. It has asked us, and we 
have agreed, to wheel power to the Naval Air Station loc sel on the 
field. 

The Bureau’s request for the Ames line and substation comes at a 
time when the country is called upon to save steel, copper, and alum- 
inum for national defense. To build the line and substation would re- 
quire more of these critical materials than if the laboratory is sup- 
pled under the “wheeling service” contract—more by 2.900 tons of 
steel, 430 tons of aluminum, and 90 tons of ¢ opper. This alone should 
be sufficient ground for denying the appropriation. On either or both 
crounds, waste of money and materials or availability of the “wheel- 
ing service” contract, the appropriation should be denied and the item 
stricken from the bill. 


TRACY-CONTRA COSTA-CLAYTON-YGNACIO LINE AND SUBSTATIONS 


In previous bills the purpose of the Tracy-Contra Costa-Clayton- 
Ygnacio 69-kilovolt line and substations was stated to be service to 
pumps along the Contra Costa Canal. 

Last year the Bureau fixed the total cost of these facilities at S581,- 
000 and Congress provided sufficient funds to complete them. Now the 
Bureau proposes to expand the system by adding 9 miles of trans- 
mission lines and at least two substations at an additional cost of 
$640,000. The purpose is to serve directly several “Federal estab- 
lishments and preference customers.” Before the House committee, 
a representative of the Bureau testified that the execution of a “wheel- 
ing contract” would make these facilities unnecessary. Yet in the 
pending bill the Bureau continues to press for $201, 170 to start work 
os these line extensions and the substations identified with them. 
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The West Side irrigation district, Camp Stoneman, and other cus- 
tomers who might be served by the proposed extensions are already 
adequately served. Camp Stoneman, for instance, is served from 3 
company lines which have a capacity 16 times the 1950 maximum de- 
mand. Federal establishments and public agencies in the area can 
be fully served under the “wheeling service” contract. In fact, we have 
ay agreed at the Bureau’s request to serve the West Side irri- 

gation district over our facilities for the account of the Bureau. Camp 
Dacsaa in can likewise be so served whenever the Bureau so requests. 

The Bureau has claimed that the cost of service under the “wheel- 
ing contract” would be greater than if served directly. Here again 
it has ignored the need for and cost of stand-by. The charge in the 
“wheeling contract” is a fair charge, agreed upon with the Bureau 
after long negotiation. It does not now become the Bureau to attack 
the charge because it believes it has found here a particular situation 
where it claims it can undercut the average. It is another case of try- 
ing to preempt “close in” customers while leaving the “fringe” to the 
company. 

Obviously the proposed expenditure is unwarranted. The request 
for $201, 170 should be specifically eliminated from the bill. 


SHASTA DAM AREA—PUBLIC UTILITY DISTRICT 


The Bureau requests $105,308 to commence construction of a 115- 
kilovolt line, and a substation near Silverthorne, in Shasta County, 
to serve the Shasta Dam area public utility district from the Keswick 
power plant. It is also claimed that the line will facilitate service 
toa small Bureau of Mines experimental laboratory near Shasta Dam. 

There is no warrant for this expenditure. The district, which is 
already served by the Bureau, has only five customers—one domestic 
and four industrial—engaged in processing lumber. All other cus- 
tomers, except the 5 mentioned, more than 1,000 in number, are 
served by the company which operates a complete distribution sys- 
tem within the district. There is no need for additional lines or 
substations. The proposed facilities would be wasteful duplication 
under any circumstances, but doubly so with service under the 
wheeling-service contract available to the Government. 

The Bureau of Mines experimental laboratory is located only 200 
yards from Shasta power plant and is served from that point by the 

sureau at distribution voltage. It would be sheer waste to supple- 
ment this service with a high-voltage line from Keswick Dam. 

The request for $105.308 for this line and substation should be 
denied and the item stricken from the bill. 

It is worthy of note that although no funds have been heretofore 
requested for these facilities, the Bureau’s justification shows that 
$85,000 already has been allocated to their construction. No such 
sum ever has been appropriated. 


ELVERTA SWITCHYARD AND FOLSOM-ELVERTA LOOP 


The Bureau requests $150,000 for the Elverta-Sacramento switch- 
yard (really a substation), and $500,000 for a 115-kilovolt loop 
transmission line from Elverta to Sacramento, thence to Folsom, 
and back to Elverta. These are only commitment appropriations. 
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Completed, the switchyard would cost $6,500,000, and the transmis- 
sion line $1,949,000. Congress several times has denied funds to 
construct essentially the same facilities. 

The loop line, which will be 51 miles in length, and the Elverta 
switchyard are not planned for the primary purpose of connecting 
the Folsom plant to the project’s main transmission lines. On the 
contrary, the Bureau’s purpose is to make them a part of the Bureau’s 
proposed 115-kilovolt transmission system. In presenting the 1950 
Interior bill, the representative of the Bureau advised the ae se 
committee that: 

The Elverta switchyard serves the primary purpose of transforming energy 
from 230,000 volts to 115,000 volts for retransformation at lower voltages for 
power uses in the immediate area. 

The Elverta switchyard will supply power to the Sacramento municipal 
utility district and the cities of Lodi and Roseville, the Delta Cross Channel 
pumping plant (since abandoned or deferred), and will also serve as point of 
interconnection of power supply from the Folsom Dam power plant. 

This year, however, the Bureau takes a different position. It claims 
that these facilities now are needed “to supply construction power 
initially for the construction of Folsom Dam,” and later, “as a tie- 
line between Folsom and the Central Valley transmission grid system. 

The Folsom plant is not scheduled to come into operation until a 
latter part of 1954. Until then no facilities will be necessary to mar- 
ket its power. In the meantime the company is supplying all power 
required for construction purposes at Folsom Dam, and whenever the 
Bureau so requests will supply such power under the wheeling service 
contract. 

Senator Haypren. That is being constructed by the Corps of 
Engineers ? 

Mr. Buack. Yes. The dam is being constructed by the Corps of 
Engineers but the power plant will be constructed and operated by 
the Bureau. 

Senator Haypen. What power is needed now by the Corps of Engi- 
neers you are supplying? 


CONSTRUCTION POWER 


Mr. Buiack. We will continue to supply it. If the Bureau wishes 
us to supply it under our wheeling service contract, we will be glad to 
do so. 

Senator Haypen. Is there a substantial quantity of power now 
being used by the Corps of Engineers ? 

Mr. Back. I do not know the amount of it offhand. 

Mr. Bonner. I think it would be a relatively small amount at this 
time. 

Senator Haypen. Just building a dam, I imagine so. When will 
the load pick up? 

Mr. Buack. I should think it would be at its peak during the 
construction of the main body of the dam. We have adequate fa- 
cilities to take care of ail requirements that might come up. 

Senator Haypen. You state what the Bureau indicates they are 
driving at is to supply some construction power, but ultim: ately to 
have a transmission line from that dam, 
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Mr. Buiack. What they are driving at is to start a 115,000 volt dis- 
tribution system which repeatedly has been denied by Congress. Con- 
gress has approved the construction of three 220,000 bolt lines from 
the Shasta and Keswick plants to Tracey, but it has consistently 
denied requests for appropriations to start 115,000-volt systems. 


P. G. & E. Proposau 


Moreover, when the Folsom plant does come into operation 3 
years from now, the company will be prepared to take delivery of 
its output at the plant. We have transmission lines running past 
the proposed plant and at relatively small cost to us, and at no cost 
to the Government, we can connect them into the plant. 

Senator Haypen. What is the voltage on those lines / 

Mr. Buiack. 110,000 volts. 

When Folsom power comes in it will be as part of the Central Valley 
project supply. Under the wheeling-service contract project power 
may be delivered to us at Tracy switchyard and “at such other points 
of interconnection and voltages as the parties may agree upon.” By 
agreement Folsom power can be delivered to us at the plant under 
the same conditions as at Tracy. It can be so delivered without the 
construction of additional Bureau facilities. 

All of the preference customers which would be served from the 
switchyard or the loop are covered by the wheeling-service contract. 


COSTS OF GOVERNMENT CONSTRUCTION 


The Elverta switchyard and the loop line would cost about $8,500,000 
and require 3,950 tons of steel, 330 tons of aluminum, and 350 tons of 
copper, all critical and controlled materials under the Nation’s defense 
program. 

On the other hand, the company can utilize existing transmission 
lines and take Folsom power at the plant for an expenditure of 
only 900,000 and with a saving of 94 percent of the steel, 98 percent 
of the aluminum, and 77 percent of the copper, as against the Bureau's 
plan. 

Operated at 115 kilovolts, the proposed Folsom loop, 51 miles in 
length, would be wasteful even if the company’s offer to take power 
at the plant were ignored. 

All that would be nec essary to interconnect Folsom and the Central 
Valley project transmission system would be a single 230- kilovolt line, 
only 20 miles long, directly from Folsom to the nearest point on the 
Bureau’s main 230-kilovolt lines. Compared with the proposal being 
urged by the Bureau, a 230-kilovolt line would save in money $6.- 
200,000 and in critical materials 2,950 tons of steel, 200 tons of alu- 
minum, and 340 tons of copper. It would also save the continuing cost 
of maintaining and operating a substation at Elverta. 

The Folsom-Elverta transmission line and the Elverta switchyard 
are certainly not needed now. More than this, the company’s offer 
to take power at the Folsom plant and its obligation to provide wheel- 
ing service to Federal establishments and prefer ence customers makes 
it unnecessary to construct any transmission facilities between Folsom 
and Elverta. The appropriations requested for the loop line and the 
Elverta switchyard should be denied. 
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We wish to make it plain that we are not in any way opposing 
the Folsom Dam or the installation of generating facilities at the 
dam. In fact several years ago we proposed to build the power facili- 
ties ourselves. Our objection i is to the waste of funds and critical ma- 
terials which would result from construction of the Elverta switch- 
yard substation and the Folsom-Elverta loop. 

Senator O’Manoney. Do you mean that the Folsom-Elverta trans- 
mission line and the Elverta switchyard are certainly not needed now / 
Do you mean that there is no market for the power that would be trans- 
mitted through those facilities ? 

Mr. Brack. No; I mean that the Folsom plant will not come into 
operation until late 1954 at the earliest. 

Senator OManoney. In other words, this would be premature con- 
struction of these facilities until after the power plant ‘ 

Mr. Biack. The transmission facility should be available when the 
power plant is ready for operation. But a 3-year construction 
period to build a 20-mile line or even a 51-mile loop is out of all rea- 
son. It does not take 3 years to do that. 

Senator O’Manonry. How long would it take ? 

Mr. Buack. I would say next year would be the earliest that the 
Congress needed to act on any appropriation. 

Senator O’Manonrey. When will the plant be completed ? 

Mr. Buack. Late in 1954. That is the earliest date. It might well 
be later than that. 

Senator O’Manoney. So your point is these transmission lines could 
be well postponed a couple of years? 

Mr. Buack. That is one point. The other point is you do not have 
to build a 51-mile line when you can build a 20-mile line. A 20-mile 
line is all that is necessary. 

Senator Corpvon. Who would build the 20-mile line? 

Mr. Buack. If Congress wishes the Bureau to build a line from the 
Folsom plant to connect it with the Central Valley project transmis- 
sion system, it could be done by building a single 230,000-kilovolt line 
only 20 miles long and it would save $6,200,000 as compared with the 
plan which is here proposed by the Bureau. If the Congress wishes 
us to connect with the Folsom plant and integrate the Folsom plant 
under our wheeling arrangement, we can do it at a cost to us of $900,000, 
and it would not cost the Government one dime. 

Senator O’Manoney. The Folsom power plant and switchyard are 
located west of Roseville; is that correct ? 

Mr. Buack. No, you are speaking of the Elverta switchyard. 

Senator O’Manoney. I will read the label here: “Folsom power 
plant and switchyard.” 

Mr. Brack. That switchyard is at the dam. The proposed Elverta 
switchyard is directly west of the dam 20 miles. It is located on the 
existing 230,000-volt line of the Bureau. 

Senator O’Manoney. The points of the compass on this chart are 
not according to the map. 

Mr. Brack. No? 

Senator O’Mationry. What is east is west on this. So the Folsom 
plant is west of Roseville? 

Mr. Brack. No. It is east of Roseville. 

Senator O’Manonry. Then the map is correct. 

Mr. Buackx. The Elverta switchyard is west of Roseville 
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Senator O’Manonry. The black horizontal lines on this chart run- 
ning from the red square, which indicates the Folsom power plant, 
are intended to designate the P. G. & E. facilities about which you pro- 
pose to take over for the Folsom power? 

Mr Brack. The black lines are our existing facilities. The blue 
lines which connect the Folsom power plant and switchyard indicate 
the facilities which we can construct for $900,000, 

Senator Corpor. Would that need any substation switching in order 
to take that power from the generator at Folsom and deliver it to 
your transmission line? 

Mr. Brack. Only the usual transformers at the power plant. There 
might be switches located at the point of connection of those lines, but 
it would require no substation. 


WHEELING CONTRACT 


Senator Corvon. Would your wheeling contract permit of the deliv- 
ery of that power over the service area on the same basis as power 
taken from Shasta and now carried under a wheeling contract 4 

Mr. Buack. The wheeling contract provides for delivery at Tracy 
substation and such other points as may be agreed upon. We would 

take Folsom power into our system at Folsom under the provisions of 
the wheeling contract. 

Senator Corpon. I wonder if I might ask one or two questions about 
the contract that I think are important. 

Senator Haypen. Before you do that, is the power to be generated 
at the Folsom Dam the same voltage as at Shasta? 

Mr. Biack. The generating voltage is either 11,000 or 13,800 volts. 
It will have to be stepped up for transmission. It could be stepped 
up to 220,000 volts and run the 20 miles to Elverta and tied in with 
the existing Bureau’s so-called East Side lines at that point merely 
with a swite ching station. 

Senator Haypen. Which is again 220,000? 


PROPOSED GOVERNMENT TRANSMISSION LINES 


Mr. Buack. Yes. The Bureau proposes to step Folsom power up 
to 115,000 volts and build a loop system into Elverta which would be 51 
miles in length. This would require the installation of transformers 
between the 115- and 200-kilovolt lines and impose the continuing cost 
of operation of the substation. The difference in cost between those 
two plans is $6,200,000. 

Senator O’Manoney. If I understand this chart correctly, the pro- 
posed lines of the Bureau and the switchyard would take the power 
from Folsom through Roseville to Elverta and in a southwesterly 
direction to the existing Bureau transmission line north of Brighton; 
whereas the construction facilities to which you refer of the P. G. & E. 
would take the power at Folsom to existing lines of the P. G. & E, 
which, however, so far as this chart is concerned, never make contact 
with the existing Bureau transmission line. 

Mr. Buack. Yes; however our lines make contact with the existing 
Bureau transmission lines at Tracy and other points. 

Senator Corvon. In other words, you put Folsom power in at this 
point of closest contact. Then you take an equivalent of that power 
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out at any point on your own line, irrespective of where the power 
that is taken out m: iy be generated ¢ 

Mr. Brack. That is correct; for any customers which the Bureau 
may be able to obtain. That is one alternative. 

The other would be for the Bureau to build a 220,000-volt single- 
circuit line from the Folsom plant generally over the route of this 
Roseville line to Elverta substation and connect at the Elverta sub- 
station at 220,000 volts. 

Senator Corpon. The only reason for putting in the 115,000 in place 
of the 220,000 is for the purpose of intermediate local service 4 

Mr. Buack. And to get a start on a 115,000-volt system. 

Senator Corvon. The purpose of dropping it down to 115,000 is 
that of making it available at the lower capacity substation for local 
intermediate service / 

Mr. Buack. That is correct. That entire area is covered by our 
wheeling contract. 


EFFECT OF WHEELING CONTRACT ON FUTURE POWER DEMANDS 


Senator Corpon. Does that contract require your company to de- 
liver the equivalent of the Government power to any Government 
customer within the service area upon a certain basis of wheeling 
charges / 

Mr. Buack. It does, for all customers eligible to receive service 
under the contract. 

Senator Corvon. The Government has the sole power of designating 
the customer ¢ 

Mr. Buack. That is correct. 

Senator Corvon. If the customer is not now served, or if the pres- 
ent service in the future proves inadequate, does the contract require 
you upon demand to add to your facilities such additional transmis- 
sion lines as may be necessary to effectuate that delivery ¢ 

Mr. Brack. In the first place, Senator, we serve the entire area. In 
the case of new customers which we are not now serving, the contract 
provides that the Bureau is to give us notice they wish us to make 
delivery under the contract. We have, I believe, 90 days to answer 
the Bureau. If we refuse, then they are permitted to t: ake other ste ps. 

Senator Corvon. That is the alternative that interests me. It is 
one thing to have a contract or legal right to take other steps. It is 
quite another to be able to take those steps if they are necessary. In 
other words, if there is a request from the Bureau for delivery to a 
new customer at some distant point and within the 90 days you deter- 
mine that you do not desire to make that delivery, then the Bureau 
must either have the right to construct such a line, if that is neces- 
sary, to that point and connect that into your system somewhere so 
as to take its power from you at some point where you do have trans- 
mission, or it is possible that the Bureau might not have any major 
transmission to which it could connect for such outlet. 

Mr. Brack. The Bureau has the right to do that subject to what 
you gentlemen determine here. If we should ever refuse to serve 
such customers, there is nothing in our agreement to prohibit the 
Bureau from coming here and asking for funds. 

Senator Corpon, Asking for funds and constructing anything up 
to 50 or 75 miles of major transmission line would be a major thing. 
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Does your contract provide, if they must take steps— and I am look- 
ing at the legal effect of the contract and at the most extreme thing 
that could happen—does your contract provide that if the Gov- 
ernment elects to take those other steps and to construct a service 
line for that particular customer, it may receive power from the 
nearest of your transmission lines for that purpose ? 

Mr. Buack. I will ask Mr. Gerdes to answer that. 

Mr. Gerpes. With regard to a new preferred customer that might 
come into being in the future, it does not so provide. 

Senator Corvon. Is P. G. & E. willing to amend its wheeling con- 
tract to insert that sort of a provision ? 

Mr. Buacx. The contract was arrived at after long negotiation and 
was discussed with the Secretary. It apparently met with the ap- 
proval of the other side. It will open up a considerable area of 
uncertainty if we go back for further negotiation. 


As a matter of fact, I discussed the provision you mentioned with’ 


the Secretary himself. 

Senator Corpon. What is your answer to my question? Are you 
prepared to give an answer ? 

Mr. Brack. I do not believe I would be prepared to say we would 
at this time. 

Senator Corpon. It seems to me that it is a most important factor 
if we are ever going to work out wheeling arrangements for the 
handling of public power by private utilities, private electrical dis- 
tribution and transmission utilities, It would seem to me perfectly 
apparent that the Government, having an obligation to serve its pre- 
ferred customers, must either, by contract, secure the facilities to 
make that service if it is going to deliver power—and that contract 
must contain adequate provisions for the service to be made—or the 
Government has a sound basis for asking for its own backbone trans- 
mission system. 

Senator McCarran. I am trying to find out where there is not 
adequate provision. 

Senator Corpen. Let us take a hypothetical case. 


CONTRACT PROVISIONS FOR FUTURE CUSTOMERS 


Mr. Gerpes. May I read one provision of the contract which I think 
has a very distinct bearing on this matter? I think in this particu- 
lar provision of the contract that the Government has more protec- 
tion than in any other of the so-called wheeling contracts I am 
familiar with. I am reading from subdivision (c) of paragraph 8: 

The United States will inform the contractor in writing at least annually 
of the estimated future requirements for the ensuing 4-year period of existing 
or anticipated loads of the United States and of existing or anticipated custo- 
mers of the United States (of the classes which the contractor has undertaken 
to serve pursuant to article 9 (c)) to which the United States desires or may 
desire the contractor to deliver power and energy hereunder. 


Then it provides that— 


within 90 days after receipt of the estimate the contractor shall inform the 
United States if the service can be rendered if we agree to serve. 
Then we are bound for the next 4 years. 

Senator Corpon. Suppose the contractor advises that service cannot 
be rendered? That is the point. 
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Mr. Gerpes. If it does not in such a hypothetical case there would 
be ample opportunity for the Bureau to come to the Congress and ask 
for funds. 

Senator Corpon. That does not answer the question. ‘Take the area 
here on the map that I have, the Central Valley area. I am calling 
your attention to your parallel West Side lines which the Bureau 
now desires to parallel with additional lines down from Shasta into 
the lower Sacramento Valley. Let us assume for the purpose of 
my question—and I am making this as extreme as I can—that at 
Clear Lake, which you will note on the map, the Government has a new 
potential customer it desires to serve. It advises you that under the 
terms of that contract you are to serve, under the wheeling contract, 
that particular customer and in your 90 days of consideration you 
decide that you do not want to make that service. Then the Gov- 
ernment is at liberty to do what it can. But the Government at that 
time would find itself without any line of its own to transmit that 
energy short of its East Side line some 30 or 40 miles easterly of your 
West Side major transmission lines, or it would have to then build 
this whole West Side transmission line to get into the area. 

Do you get my point ¢ 

Mr. Buack. The Bureau’s West Side lines are under construction 
and will be completed at the end of this year. It also has a line 
westerly from Tracy along the Contra Costa can: a almost to the San 
Francisco Bay area and it also has a line—which is shown in solid 
green on the maps, the so-called East Side line, which is now in 
operation. 

Senator Corvon. I understand that. 

Mr. Buackx. The whole purpose of this contract is to limit the 
Bureau’s construction of lines beyond the three backbone lines I 
referred to by the utilization of our system in delivering power to the 
so-called preferential customers and to the Bureau for its Own use. 

Senator Corvon. But the point I am getting at is, both you and the 
Government considered it a matter of sufficient importance to put a 
special provision in your contract under which, upon notice from the 
Government that there was an additional and new customer to be 
served, you would have 90 days in which to determine whether you 
would perform that additional service or not perform it. At the end 
of the 90 days, if your determination was in the negative, then it 
would be up to the Government, if it still desired to make the serv ice, 
to take such steps as would be necessary to get service there. Well, if 
the Government at that time could not build a line which you had an 
opportunity to build but had refused, if the Government could not 
build the line to your nearest transmission line and there accept its 
own power which you were wheeling, then it would be compelled to go 
whatever distance might be necessary and which might be many, many 
miles in order to reach one of its own transmission lines. 

Mr. Brack. That provision was considered reasonable by both sides 
and is included in other wheeling contracts. 

Senator Corpon. It is a grave defect in all of them if it is there. 

Senator Haypren. Let me ask this as somewhat of a refinement of 
Senator Cordon’s question. Suppose you declined to make an exten- 
sion to render this service when the Government decided it would build 
an extension line to render the service that was a less distance to your 
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main transmission than it is to the Government’s line. Would they 
have the right to come over and connect with you ? 

Mr. Biack. Under public utility commission rules and regulations 
we are legally required to serve all the customers in our territor y. If 
it is the kind of a customer which is eligible for service under the 
wheeling agreement, there is no reason why it should not go under 
the wheeling agreement. 

Senator Corpon. It was an identical thing to put the paragraph in 
vour contract. I think you can understand what the meaning was. 
T am one who believes that this transmission of public power should be 
done by private enterprise to the maximum extent possible through- 
out the United States. So I cannot be said to be a fanatic on the public 
power side of this controversy. I believe that one of the requisites of 
a wholly satisfactory contract of this character is that the obligation 
of you asa wheeling agent must go to the extent of either yourselves 

carrying the power to this new customer or permitting the Govern- 

ment to construct whatever line is necessary and connect to any of 
your lines at the nearest point if it elects to do that rather than connect 
to its own which may be at a greater distance. 

Mr. Brack. It seems to me that our wheeling contract, meets the 
situation. We must assume that these contracts are entered into and 
will be carried out in good faith. I think that we have got to start 
from that point. It certainly i is our intention to so operate. 

Senator Corpon. I do not question that at all. In the last analysis, 
your obligation is written in the contract. 


OBLIGATION OF COMPANY TO CUSTOMERS 


Senator McCarran. What is the obligation of the company under 
the law ? 

Mr. Brack. The obligation of the company under the law is to 
serve every customer that wants service. 

Senator Corpon. Every customer of your company. 

Mr. Buack. Every customer of our company that wants service 
under our filed rates and under our rules and regulations as prescribed 
by the California Public Service Commission. 

Senator McCarran. Does that not embrace every customer within 
the territory served ? 

Mr. Buack. Yes. 

Senator Corvon. It cannot embrace the customers of the Govern- 
ment because they are not P. G. & E. customers. 

Senator McCarran. They are nobody’s customers. Under your 
theoretical question they are not customers of either, but they are 
theoretical customers. 

Senator Corvon. They are preferred customers under the Federal 
law. 

Mr. Brack. It is our obligation under the law to build to serve our 
customer. Once the customer becomes ours, and we have built facili- 
ties to serve him and if he is a preferred customer under the terms of 
the wheeling agreement, the Bureau, if they are successful in getting 
a contract for that customer, can request us to render service for the 
Bureau’s account. 

Senator Haynen. Suppose there is a municipality in California 
that is now your customer. That municipality decides to go municipal 


aa 


re ae 





INTERIOR DEPARTMENT APPROPRIATIONS, 1952 1889 


and distribute power retail within its corporate linits where you are 
now distributing it at retail. Are you obligated, under this contract, to 
serve that customer ? 

Mr. Buackx. That would come under this clause of our contract. 

Mr. Gerves. The clause itself states the reason why we handled it 
‘in the way we did. The clause reads: 

In view of the difficulty of anticipating future facts and conditions, it is under- 
stood that if additional loads of the United States, or customers of the United 
States, become prospective, the parties hereto will then consider the problem of 
serving such load and the contractor will advise the United States within 90 days 
after request whether or not service to such additional loads or customers shall 
be made available hereunder. 

Bear in mind this is a 10-year contract and neither the Bureau nor 
ourselves could reasonably anticipate all of the conditions that might 
arise in a 10-year period. It was because of that admitted inability 
on their part and our part to foresee future conditions, and, therefore, 
provide for them by contract that we provided that machinery where- 
by both of us anticipate that as far as we can see the facts such service 
will be given. 

Also bear in mind that a situation might develop such as Senator 
Hayden mentioned where one of our municipal customers that we are 
now serving at retail would undertake to go into the distribution busi- 
ness. If they should initiate such a proceeding, it would necessarily 
involve some length of time to hold elections, and to either construct 
a distribution system or to buy or condemn the company’s distribution 
system. This would normally require some considerable period of 
time. It certainly would allow ample time for the request to be made 
for service; and if the company should deny the service, there would 
be ample time for the Bureau to come back and request funds and be 
able to provide the service if Congress gave the money. 

Senator Corpon. That is where I have to differ with you. The 
Government has certain customers now which are denominated “pre- 
ferred customers.” It may have a half dozen more next year. With 
reference to each one of those, whether it be a customer you now have 
which decides as a public body they will turn to the Government for 
power, or whether it will be a new one that nobody serves, in any event 
it is wholly probable that within a reasonable time, a year or two, some 
of those cases will arise. If your obligation does not go to service to 
those customers to the extent of the power which you are wheeling for 
the Government—and that has to be the maximum—then the Govern- 
ment is in the position of finding itself with a customer it desires to 
serve but without any basic transmission system in the neighborhood 
from which it can secure the power from its own lines to effectuate that 
service. 

Mr. Buack. If a new customer comes to life, we are obligated to 
serve him and build facilities to him. 

Senator Corpon. But he has come to the Government and the Gov- 
ernment has to come to you and you are obligated under your contract 
to do the thing necessary. 

Mr. Brack. If he cannot get service from the Government, he comes 
tous. If he is eligible to be a customer of the Government, he may 
be served under the wheeling-service contract. 

Senator Corpon. That is going around Robin Hood’s barn to arrive 
at what would be a clear-cut obligation in the contract and in which 
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case I believe it would make it many times more acceptable as a part 
of a basis for creating a national policy in this field. 

Senator McCarran. Senator, why should you write into a contract 
that which is required by law? 

Senator Corpon. It is not. 

Senator McCarran. It is. 

Senator Cornon. I think you and I are 100 percent apart. 

Senator McCarran. It is 100 percent apart. They are required to 
render service. 

Senator Corpon. But not to anybody but their customers. This 
would be a Government customer. 

Senator Haypen. You may proceed with your statement, Mr. Black. 

Mr. Buack. I will skip the next section, if that is agreeable, and go 
over to page 14. 


SHASTA-KLAMATH FALLS LINE, BONNEVILLE CONNECTION 


Heretofore the Bureau has advocated construction of the Shasta 
Dam-Klamath Falls line as a means of bri inging surplus hydroelectric 
energy from Columbia River plants into California to reduce the 
amount of fuel used in California steam emits plants. When the 
line was originally proposed Bonneville’s transmission lines termi- 
nated more than 200 miles north of Klamath Falls. 

Last year the Bonneville Power Administration urged extension of 
its transmission grid into southern Oregon. It then claimed that the 
construction program of the utilities serving southern Oregon was 
insufficient to meet growing power demands in that territory. It also 
claimed power would have { to be imported into the area beginning not 
later than 1853. Having no information to the contrary, Congress 
allowed funds to commence one part of a loop into southwestern ‘Ore- 
gon down to Klamath Falls, involving the purchase and reconstruc- 
tion of 42 miles, and the construction of 189 miles of transmission line, 
a total of 231 miles. 

The area around Klamath Falls is served by the California-Oregon 
Power Co., whose lines have long been connected with ours. Our 
present interconnection consists of two lines, one of 110 kilovolts and 
another of 60 kilovolts, which together have a capacity of more than 
65,000 kilowatts. For many years surplus power on the California- 
Oregon system was sent south to us through Shasta substation. This 
situation changed during and after World War IT and now the direc- 
tion of power flow is for the most part to the north, although at times 
surplus hydropower flows south. 


WHEELING CONTRACT 


Under a contract now under negotiation, we have agreed to many 
the California-Oregon Co. up to 50,000 kilowatts of firm power. This 


power, together with power being developed in southern Oregon 
by the California-Oregon Co., is sufficient to meet the power needs of 
the area through 1955. To meet demands after 1955 the California- 
Oregon Co. plans to construct plants on the Klamath River, where 
some 250,000 kilowatts are available for development. Application 
has been made to the Federal Power Commission for a license for the 
first plant. Extension of the Bonneville loop to Klamath Falls 
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therefore unnecessary until 1955 at the earliest ; and if these additional 
hydroelectric plants are constructed on Klamath River, or more power 
purchased from us, the loop will not be required in the foreseeable 
future. 

INTERCONNECTION LOCATION 


In the present bill the Bureau, supported by the Bonneville Ad- 
ministration, has shifted its position. It now claims that the inter- 
connection, 231 miles from Maupin to Klamath Falls, and 119 miles 
from Klamath Falls to Shasta Dam, is required for the transmission 
of steam power from California to the Pacific Northwest. A repre- 
sentative of the Bureau testified before the House committee as 
follows: 

Question, by Congressman Jackson of Washington: 

And the only power that California could give back to the Pacific Northwest 
would be steam generated power; is that not correct ? 

Mr. McPuHAIL. That is also true. 

Mr. JAcKSON. Who has the steam plant? 

Mr. McPuHait. The steam plants are essentially all owned by the Pacific Gas & 
Electric Co. (House hearings, p. 530). 

Mr. McPhail also testified that no negotiations have been had with 
the Pacific Gas & Electric Co. and that no one in the Bureau has “any 
definite idea” as to what such steam power would cost. 

According to its own statement, the Bureau proposes to use the 
line between Shasta and Klamath Falls so that “steam power gener- 
ated in Central California may be transmitted to the Northwest by 
displacement of Central Valley project power.” 

It does not appear to be sound to send Central Valley power north 
by displacement. To be useful to Bonneville power must be trans- 
ferred northward in the fall and winter months. During these months 
water is being held back or stored in Shasta Reservoir and the output 
of Shasta power plant held toa minimum. This is necessary to assure 
an adequate supply of water for the following season. 

Senator Corpon. Would the same thing be true of Folsom ?¢ 

Mr. Buack. Generally. 

Senator Corpon. I am speaking only about the winter periods. 

Mr. Buiack. Yes; that is my understanding as to how the reservoir 
will be operated. 

In such periods of low output, all the energy generated at Shasta 
and Keswick could be transmitted north over the proposed line, 
leaving nothing for California. The effective operating capacity of 
Shasta and Keswick might be lost because without energy the capacity 
would not be useful in the northern California regional load. 

If water were drawn from Shasta reservoir during the fall and 
winter months in order to produce sufficient energy both for export 
to Bonneville and to supply peaking power for California, it could 
well create a shortage of both irrigation water and power capacity 
later in the season. 

Any reduction in capacity, even if made for short periods, would 
impair the value of Central Valley power and could cause a loss of 
power revenue running to several million dollars a year. If the effec- 
tive peaking capacity of the Shasta and Keswick plants were taken 
away it would have to be replaced by new capacity in California. 
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PROPOSED INTERCONNECTION NOT YET FULLY STUDIED 


Economic justification for the proposed line has not been estab- 
lished. Only hasty studies of the problem have been made and they 
have been based on assumptions which do not reflect current and prob- 
able future power supply and power requirements in both areas. Be- 
fore further steps are taken complete and detailed joint studies should 
be made by all agencies affected. The company should participate in 
such studies because its steam energy is needed to effect any transfer 
to the north, and because the company must absorb any hydro energy 
brought into California. 

The energy to be transmitted from California to the Northwest 
would have to come for the most part from the company’s steam plants 
inthe San Francisco Bay area. It would be generated during the late 
fall and winter, when the output of hydroelectric plants in California 
is lowest. It probably would become necessary to operate old and in- 
efficient plants which have been set aside as reserves for occasional dry 
years and other contingencies. Large amounts of fuel would be re- 
quired by these plants, and the output would be high-cost energy. 
With losses, this power might cost 10 mills or more per kilowatt- hour 
when delivered to points of use in the Northwest. 

On the other hand, Bonneville’s surplus would be available in the 
spring and. early summer months, when the hydroelectric output in 
California, including Shasta, is at its maximum. It would be see- 
ondary power in California and would have a value of only 2 mills at 
Central Valley load centers under the Bureau’s own rate schedules. 
Nevertheless, we understand Bonneville proposes to charge 214% mills 
for its surplus energy. Obviously, it would be uneconomic for the 
Bureau to buy surplus energy for 214 mills and convey it more than 
200 miles to load centers where the Bureau’s going r rs is 2 mills. 
Furthermore, it is not likely that we would be justified i n paying 2 
mills for this type of power except in subnormal water years. 


COST OF INTERCONNECTION PLAN 


It does not appear that the defense program offers an adequate 
excuse for constructing the Shasta-Bonneville interconnection. 'To 
complete the interconnection would require the expenditure of about 
$15 million in Federal funds and the use of 2,100 tons of aluminum and 
100 tons of copper. If built on steel towers, the line would also use up 
14.500 tons of steel. 

Power should not be diverted out of California at the expense 
of California power consumers, including many necessary and vital 
defense establishments. Such diversion could impose a burden on 
the economy of California. As a producer for defense, California 
is no less important than the Pacific Northwest. New defense loads, 
vet to be located, may well absorb all power available in California. 

The Central Valley project lies wholly within the State of Cali- 
fornia. It has always been understood heretofore that all the bene- 
fits of the project were to accrue to the valley areas. From the 
beginning the entire output of the project has been made available 
to and used in northern and central California. 
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COMPANY BULLDING PROGRAM 


For many years the company has planned and carried forward its 
power-building program with full regard for the development of the 
Central Valley project. We have adjusted our construction pro- 
cram to furnish a market for Central Valley power as it became avail 
able. Coordinated with our system the project has become a neces 
sary part of the power supply of California. This power supply 
should not be endangered by allowing the Bureau to carry out its 
plan. 

Senator Corpon. Have there ever been any conversations with your 
company by the Bureau of Reclamation or Bonneville with respect 
to the furnishing of steam-generated power for interchange purposes 
over any such transmission system 4 

Mr. Buack. No, sir. 

Senator Corpon. None at all? 

Mr. Brack. No, sir. 

Senator Corpon. It is perfectly apparently that any north flow of 
power would have to be of steam-generation origin; is it not 

Mr. Buack. It is; almost entirely. 

Senator Corpon. That statement appears in Dr. Raver’s statement 
on this subject, too. Have you ever made any study with respect 
to any such interchange or intertie with Bonneville on the north ¢ 

Mr. Brack. We have made very perfunctory studies, but it seems 
quite clear as a result of those studies that this sort of interconnec- 
tio should not be made. If any interconnection is justified, 1 
should be an interconnection with the entire power pool in California 
and not be dependent on one plant with its output swung one way 
or the other. 

It should also, I believe, contemplate the participation of the Cali- 
fornia-Oregon Power Co. which hes in between our service area and 
the Bonneville area. 

Senator Corponx, And which has a building-construction program 
of its own? 

Mr. Bi ACK. Yes. We supply power to them and take power from 
them. Weare now negoth iting to sup p ly them with additional firm 
power pe nding the time they vet their construction program further 
along. 

Senator Corvon. The steam-generated power in California is high- 
cost power; Is it not ¢ 

Mr. Biack. It is not low. The power which would probably be 
available for transfer under such an arrangement would almost cer- 
tainly be high-cost power, because it would come from our older and 
inefficient plants. Our newer and more efficient plants would be 
required for the generation of power for California. 

Senator Corpon. If such an intertie were complete with a com 
pletely energized connection with your system, the Government’s 
hydroelectric plants in California, the California-Oregon Power Co.'s 
outlets in southern Oregon, and Bonneville’s lines to the north, under 
the most economical possible operation, you could only send your 
energy up into the California-Oregon power area, which would release 
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its energy which might flow from the points of origin on north. That 
would be the very best that could be done. 

Mr. Buack. That would probably be the best plan that could be 
worked out. 


EFFECT OF INTERCONNECTION ON WHEELING CONTRACT 


Senator Cornon. Even under that you would have what—100 miles 
or better from Shasta into the California-Oregon area ? 

Mr. Brack. It is 119 miles from the Shasta Dam to Klamath Falls. 
If they made a firm connection with our system, it would be 25 miles 
more to our Shasta substation. 

Senator Corvon. The most northerly power generation at the pres- 
ent time in either your system or the Government’s system in Cali- 
fornia is Shasta ¢ 

Mr. Buack. Shasta and our Pit River plants. 

Senator Corvon. So, there would be that 100-mile transmission cost 
in order to reach the most favorable area of a second interchange ¢ 

Mr. Briack. That is correct. 

Senator Corpon. Would you mind speculating on what the real rea- 
son is for asking for what seems to me to be a fantastic deal ¢ 

Mr. Buack. I do not think I have any real basis for speculation. It 
would seem to be an unsound conception in its present form. 

Senator Corpvon. Dr. Raver made the statement here—and, Mr. 
Chairman, you check me if I am wrong—to the effect that if the inter- 
tie were in operation—and I believe he said it could be in operation by 
1953—— 

Senator Haypen. It would be done quite promptly. 

Senator Corpon. If it were in operation, it would mean a firming 
up to the extent of an additional 50,000 kilowatts of energy in the 
Bonneville system on the northward flow and an equal or firming 
up in the south in the California area when Bonneville’s flowed 
south. What have you got to say about that? 

Mr. Buack. I think that assumption would have to be qualified to 
the extent that the Northwest would be willing to pay the high price 
for it, and we would have it to deliver when they needed it. 

Senator Corpon. Are either of those assumptions jus stified ? 

Mr. Brack. Not with certainty. 

Senator Corvon. As a matter of fact, could you now make any such 
northward delivery of excess or surplus power in the period when 
it would be needed in the Bonneville Northwest area? 

Mr. Buack. Yes. This winter we had surplus steam power avail- 
able at a very high cost during that period. They oechahiy would 
not have needed it. As far as I know, they had plenty of water there 
this year. 

Senator Corpon. There is nothing in your contract with the Bureau 
of Reclamation which requires you to generate steam power and ex- 
change it with Bonneville in the } Northwest, kilowatt for kilowatt? 

Mr. Brack. No, sir. 

Senator Corvon. Would you consider such an exchange as a general 
proposition ? 

Mr. Biack. Not kilowatt for kilowatt. 
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Senator Corvon. Would you then be willing to suggest about what 
the difference should be? 

Mr. Buack. I can only give you the clue that the value of Bonne- 
ville surplus power delivered in California would probably not be 
greater than 2 mills per kilowatt-hour. 

Senator Corvon. The power generated in California would be what ? 

Mr. Buack. It might well cost 10 mills delivered to the Northwest. 

Senator Corvon. If there was an interchange, it would have to be 
substantially on a basis of 5 kilowatts south for 1 north ¢ 

Mr. Buack. That is a rough comparative figure. You understand 
we have made no complete study. Ours have been quite perfunctory 
because we have not been called in on these matters except to furnish 
information. 

Senator Corvon. I am surprised, Mr. Chairman, that that sort of 
transmission intertie would be presented to Congress by the Govern- 
ment when neither of the two Government agencies involved—the 
Bureau of Reclamation or the Bonneville Power Administration—has 
ever even informally discussed the matter with P. G. & E., which is 
the only agency in California that could possibly supply the steam 
power. 

REPORT OF FEDERAL POWER COMMISSION 


Mr. Brack. I do not want to mislead you, Senator. The Federal 
Power Commission regional representative in San Francisco made 
a study in 1950 on the export of Bonneville surplus energy and 
another study the early part of this year, which was a hasty one 
and did not take into consideration these economic factors. He 
called in, for purposes of consultation, our engineers, and I believe the 
engineers representing the Bonneville system. But it was not a 
joint report. It was a report of the Federal Power Commission 
representative in San Francisco to the Federal Power Commission 
in Washington headquarters. None of the economic factors which 
we have been discussing were brought into this picture at that time, 
except some assumptions as to power values. 

Senator Corpon. Mr. Chairman, I would like to ask that the staff 
contact the Federal Power Commission and have them furnish this 
committee with a copy of that report. 

Senator Haypen. I was going to suggest that very thing because the 
inspir ation for the matter probably came from the Federal Power 
Commission. 

Mr. Buackx. No; I think not. 

Senator Corpon. Mr. Chairman, you will recall that the Defense 
Electric Administration had taken the position that that would be an 
essential step in the defense effort in providing additional power. 

I assume whatever they did was by direction of that agency. 

Senator Haypen. We will try to obtain that report and put it in 
the record. 

Mr. Brack. I might say, in that connection, I heard of this matter 
when I was called by Mr. Marlett, who was on loan from the Bonne- 
ville organization and was then serving as Acting Administrator of 
the Defense Electric Power Administration, telling me that he had 
made such a recommendation, 
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I questioned him immediately as to whether he had given any con- 
sideration to the economic factors, whether he had any knowledge 
about our limitations as to minimum and maximum contracts for fuel 
and various other practical matters which would come into this prob- 
lem. Apparently no such consideration had been given. 

I told him at that time I was very doubtful that it was a sound plan, 
although I did not express this as my considered opinion. 


ABILITY OF COMPANY TO SERVE CUSTOMERS 


Senator Corpon. Going back to your over-all testimony, is Pacific 
Gas & Electric Co. now, through its system, able to serve all of the out- 
lets which would be reached if all of the proposed transmission 
facilities which were presented in the budget by the Bureau of Recla- 
mation for construction in California / 

Mr. Buack. We have been serving all of them and have for many 

years, and we are prepared to add to our fac ilities as rapidly as needed 
to meet aur customers’ requirements, subject to controls and the other 
things we are up against at this time. 

Senator Corpon. It is your view, then, that every transmission line, 
substation, and facility included in the budget with respect to Cali- 
fornia represents an unnecessary expenditure at this time / 

Mr. Buack. There is one, a small request of $200,000, for comple- 
tion of the West Side transmission line. We are not specifically pro- 
testing that. There may be a few others. 1 do not recall. 

All of those which we have listed here are not only a waste of 
funds but, if approved, would be the type that would tend to under- 
mine the wheeling contract recently entered into. 


CONSTRUCTION REQUESTS OF BUREAU APPROVED 


Senator Corpon. Would you have time to furnish the committee 
with just a short statement with respect to those requests of the Bureau 
in California which, in your judgment, are proper expenditures in 
this field ? 

Mr. Buack. As requested this year; yes, sir. We have listed the 
ones we feel are not proper. 

(The information requested is as follows :) 

The power facilities for the Central Valley project for which funds are 
requested in the 1952 Interior Department bill and which are not objected to 


in our statement are as follows: 
Bureau request 


Keswick Datm_- a ss sacna 2100, O24 
Shasta power plant and RwhitnVarO ou .. te 2, H61 
Folsom power facilities So ; ‘ . 6,513, 609 
Traey switchyard ; es &33, 815 
Shasta-Tracy West Side transmission line ae 200, OOO 


SERVICE TO AMES LABORATORY 


Senator Haypren. Going back to this Tracy-Ames line, I have a 
recollection of testimony given before this committee that originally 
your company made one offer to the National Advisory Coune il on 
Aeronautics, which you subsequently reduced to a lower rate. 

Mr. Buack. I think probably you refer to the question of the cost 
of connection rather than the rate. The rate has not been finally 
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negotiated as vet. We have been trying to get from them informa- 
tion about how the ‘vV are going to operate in order that we may come 
to some final conclusion regarding the rate we should charge. What 
ever rate we determine must be approved by the California Utilities 
Commission as being fair to the customer and fair to us. 

Senator Haypen. You made no rate offer at all 4 

Mr. Brack. We have been discussing rates with them. 

Senator Haypen. Have you had an original offer and a subsequent 
offer? TI think it would be well to put that in the record. 

Mr. Buack. I do not believe that has been in the form of any 
final offer on rates. I would be glad to do it if there has been one. 

Senator Hayper. If vou had any negotiations with the National 
Advisory Council in which you made an original proposition that it 
would cost more, al then one that would cost less. we would like to 
have it. 

Mr. Buack. You mean with respect to the rates / 

Senator Haypen. Whatever it was that they would put up or it 
would cost the Government. It makes a diffe rence to us how much 
money has to be put up, whether it would be on behalf of the National 
Advisory Council or on belialf of the Reclamation Service. 

Mr. Buack. We have had no discussion with the Reclamation Serv 
ice. Our negotiations have been entirely with representatives of the 
Aeronautics Committee. 

Senator Haypen. We had the same situation in Virginia with 
respect to the Virgina Power Co. and Langley Field. There have 
been negotiations and now they have gotten down to a real reasonable 
rate. 

Mr. Brack. You understand, this would be a customer which would 
be eligible for service under the wheeling contract. If we are unable 
to get together with them on a reasonable rate they may wish to be 
served by the Bureau under the wheeling contract. As a matter of 
fact, we feel quite certain they are negotiating with the Bureau at the 
present time. 

Senator Haypen. The question would be, then, which way it would 
cost the Government 3 for you to supply the means of conveying 
this power to them, or for the Reclamation Service to do it. 

Mr. Buack. That is very simple. IT covered that in my statement. 

Senator Haypen. IT know you have to put up some money. 

Mr. Buack. We are not asking the Government to put up money. 
We spend the money. We spent 81,200,000. Tf as now appears to be 
the fact, operation of the labor: atory will continue at least for 5 years, 
it will not cost the laboratory one dime with respect to connection. 
If they should abandon the operation within the 5-year period, we will 
only ask them to pav us the net out-of- poe ket cost of connection. what 
we call the up and down cost. 


CONTRACT NEGOTIATIONS ON AMES TRANSMISSION LINI 


Senator Haypren. There was a cost there. This is mV recollection, 
but there was a cost there that the National Advisory Council would 
have to pay. If you say the contract would last 4 or 5 years, they would 
not pay anvthing. Would there be any difference in vour original 
estimate of cost and what vou are now asking ? . 
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Mr. Biack. We would be glad to submit the pertinent correspond- 
ence on that. 
(The information referred to is as follows:) 


WASHINGTON, D. C., January 8, 1951. 
Paciric GAs & Execrric Co., 
San Francisco, Calif. 
(Attention: J. F. Pollard) : 

It is the intention of NACA to enter into a supplemental agreement to contract 
NAW-5218 with Pacific Gas & Electric Co., to construct additional electric facil- 
ities to serve the Ames Aeronautical Laboratory at a cost not to exceed $1,224,- 
600. You are authorized to commence work immediately and to incur costs pend- 
ing execution of the proposed supplemental agreement. Priority rating DO-51 
certified under NPA regulation 2 is hereby assigned this project. 

BE. H. CHAMBERLIN, 
Contracting Officer, National Advisory Committee for Aeronautics. 


Paciric GAs & ELectric Co., 
May 11, 1951. 
Mr. ARTHUR B. FREEMAN, 
Administrative Officer, National Advisory Committee for Aeronautics, 
Ames Aeronautical Laboratory, Moffett Field, Calif. 

Dear Mr. FREEMAN: Last January the National Advisory Committee for Aero- 
nautics gave us a letter of intent to enter into a supplemental agreement with 
this company to install additional electric facilities to serve the Ames Aeronau- 
tical Laboratory at a cost not to exceed $1,224,600. Under that proposal, the cost 
of such facilities would be advanced by the Government and this entire advance 
would be refunded to the Government by monthly credits to its power bills. 
Pursuant to the letter of intent, we have proceeded with necessary engineering 
work and have placed orders for essential equipment. 

In view of information recently received by us as to the permanence of the 
installations involved, we now offer to you an alternative proposal under which 
the Government would not be required to make any advance to cover the cost of 
installing new facilities to serve Ames Laboratory. Under our new proposal 
the company, at its own expense, would install the additional electric facilities 
needed to serve Ames. The Government would be required to reimburse the 
company for its out-of-pocket cost of installing and removing such facilities 
only in the event the Government discontinues receiving service over company 
facilities within a period of 5 years, 

If this new proposal meets with your approval, we will be glad to submit to you 
a draft of the proposed contract. 

Very truly yours, 
JAMES F. PoLiarp, 
Manager, Commercial Department. 


GOVERNMENT WHEELING CONTRACT 


Senator Haypren. The contract between yourselves and the Gov- 
ernment, I believe, is in the record. 

Mr. Buack. We shall be glad to put the wheeling service contract 
in the record. 

(The contract is as follows:) 


UNITED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
175r—2650 
CENTRAL VALLEY PROJECT, CALIFORNIA 
CONTRACT WITH PACIFIC GAS AND ELECTRIC COMPANY FOR 
TRANSMISSION AND EXCHANGE SERVICE 


1. THis Contract, made this 2nd day of April 1951, in pursuance of the Act 
of Congress approved June 17, 1902 (32 Stat. 388), and acts amendatory thereof 
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or supplementary thereto, hereinafter referred to as the Reclamation Law, be- 
tween THe UNITED States oF AMERICA, hereinafter called the United States, 
represented by the officer executing this contract, his duly appointed successor, 
or his duly authorized representative, hereinafter called the contracting officer, 
and PACIFIC GAS AND ELECTRIC COMPANY, a corporation duly organized, 
created, and existing under and by virtue of the laws of the State of California, 
hereinafter called the Contractor, its successors and assigns, 

WITNESSETH : 

2. WuHereAs the United States is constructing the Central Valley Project, in- 
cluding facilities for the generation and transmission of electric power and 
energy, and is entering into contracts for the marketing of electric power and 
energy under existing laws; and 
3. WHEREAS the Contractor is engaged in the business of generating, trans 
mitting and distributing electric power and energy in Northern and Central 
California; and 

$, Wirereas the United States and the Contractor have entered into a Con- 
tract (No. 175r-1595) dated December 21, 1948, which provides among other 
things for the sale by the United States of power and energy to the Contractor ; 
and 

D>. Witereas the parties intend to enter into a new contract at the earliest pos- 
sible time for the sale of such power and energy by the United States to the Con- 
tractor, Which new contract will complement the mutual obligations provided for 
herein; and 

6. Wuereas it is the mutual desire of the parties hereto that the Contractor 
accept delivery of electric power and energy from the United States into the Con 
tractor’s electric transmission system at specified points of interconnection and 
in return, to the extent that the Contractor has available excess capacity in its 
electric system, that the Contractor make delivery of an equivalent amount of 
electric power and energy (adjusted for losses) to the United States and/or its 
customers at specified points under the terms and conditions hereinafter set 
forth; 

7. NoW, THEREFORE, in consideration of the mutual convenants herein set forth, 
the parties hereto agree as follows: 


Part ONE-—AGREEMENT To DELIVER ELECTRIC POWER AND ENERGY TO THE UNITED 
STATES FROM THE CONTRACTOR'S ELECTRIC SYSTEM 


USE OF THE CONTRACTOR'S FACILITIES 


8S. (a) The Contractor hereby agrees to accept delivery of electric power and 
energy into its electric transmission system as now or hereafter existing to the 
extent that the Contractor has available excess capacity in said transmission 
system, not necessary to serve the Contractor's customers, as determined by the 
Contractor, and to deliver an equivalent amount of electric power and energy 
(adjusted for losses) to the United States for its own use, or for the customers 
of the United States as defined in Article 9 (c) hereof, at such points as the 
United States may from time to time designate on the system of the Contractor 
upon the conditions hereinafter provided. ‘This agreement shall include the 
use of all facilities of the Contractor, including transforming, switching, control, 
and protective equipment, necessary or used in the transmission and delivery of 
Said electric power and energy. In furtherance of this agreement, the Contractor 
will, upon request of the United States, make the arrangements necessary to 
permit such connections to the Contractor's electric system as may be necessary, 
as determined by the Contractor, to receive and deliver electric power and 
energy of the United States into and from said system pursuant to the terms 
of this contract. . 

(b) When, because of conditions on the power system of the Contractor 
resulting from causes similar to the types specified in Article 22 hereof, the 
System of the Contractor is temporarily unable to supply the requirements of 
the Contractor’s customers and in addition to deliver energy required by the 
United States and/or its customers, necessary curtailment of loads will be 
effected in a manner that will cause least hardship to the entire area affected, 
without regard to the party serving the customer. General procedure for effect- 
ing necessary curtailment shall be agreed upon in advance by the contracting 
officer and the Contractor. 

(c) The United States will inform the Contractor in writing at least annually 
of the estimated future requirements for the ensuing four-year period of exist- 
ing or anticipated loads of the United States and of existing or anticipated 
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customers of the United States (of the classes which the Contractor has under- 
taken to serve pursuant to Article 9 (¢)) to which the United States desires, 
or may desire, the Contractor to deliver power and energy hereunder. Within 
ninety days after receipt of such estimate, the Contractor shall inform the United 
States in writing whether or not it can deliver the power and energy to meet 
each load included in said estimate. If the Contractor's reply is in the affirma- 
tive it shall be obligated to make the capacity of its electric system available to 
serve said loads to the extent of said estimates for the entire four-year period, 


DELIVERIES OF ELECTRIC ENERGY 


% (a) The United States, under the terms and conditions stipulated herein, 
will furnish the electric power and energy required for the United States and/or 
its customers as three-phase, alternating current, at a nominal frequency of 
sixty (60) eyvcles per second, at the points of interconnection and at nominal 
delivery voltages as follows: 

(i) At the switchyard of the United States located near Tracy, California, 
at a nominal voltage of 220,000; 

(ii) At such other points of interconnection and voltages as the parties 
hereto may agree upon in writing. 

(b) The electric power and energy will be furnished and delivered to the 
Contractor in such amounts and at such rates of delivery as are from time 
to time required by the United States and/or its customers, plus losses in trans- 
mission equal to: 

(i) Five (5%) percent of both the energy and the coincidental demand 
for power deliveries by the Contractor at 44,000 volts or higher ; 

(ii) Nine (96%) percent of both the energy and the coincidental demand 
for power deliveries by the Contractor at less than 44,000 volts, 

Provided, that the electrical load thus added plus the then existing load on the 
Contractor's facilities will not exceed the normal capacity thereof, as deter- 
mined by the Contractor. Schedules for deliveries of power and energy to the 
United States and/or its customers shall be prepared, and changed from time 
to time as conditions require, by the parties hereto for system operating con- 
trols, and deliveries that are inadvertently greater or less than requirements 
to serve the United States and/or its Customers shall be corrected in later 
deliveries in accordance with schedules agreed upon between the Contractor and 
the contracting officer. 

(c¢) The electric power and energy to be delivered by the Contractor to the 
United States and/or its customers from the system of the Contractor shall be 
limited to such electric power and energy as is necessary for the following 
classes of customers located at any point on the Contractor’s system within the 
Sacramento and San Joaquin Valleys and the Counties of Solano, Contra Costa, 
Alameda, and Sinta Clara (which area is shown on the attached map) : 

(i) Preference customers (as defined in the Reclamation Law and federal 
establishments which (1) on the effective date of this agreement are served 
by the Contractor and, except as otherwise agreed upon in writing, (2) 
have had monthiv maximum demands of 500 kilowatts or more for three 
consecutive months in the twelve months immediately preceding the date on 
which the Contractor is requested to commence service, and (3) are located 
and use such power and energy outside the corporate boundaries of munici- 
palities wherein the Contractor serves at retail: provided, that reductions 
in the monthly maximum demand of any customer after delivery to such 
customer commences hereunder shall not affeet the obligation of the Con 
tractor to continue delivery. 

(ii) Contractors for the construction of Bureau of Reclamation projects 
or parts thereof, or any development which has been authorized to be 
added to the Central Valley Project, also the power requirements of the 
United States itself necessary in the construction, operation, or maintenance 
of any Bureau of Reclamation project or part thereof: provided, that such 
service shall be rendered only for use outside the corporate boundaries 
of municipalities to loads where the monthly maximum demand for three 
consecutive months during the twelve months immediately preceding the 
date of request for service has been, or during the ensuing twelve months 
is expected to be, one hundred (100) kilowatts or more, except as otherwise 
agreed up in writing. 

(iii) In view of the difficulty of anticipating future facts and conditions, 
it is understood that if additional loads of the United States or customers 
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customers of the United States (of the classes which the Contractor has under- 
taken to serve pursuant to Article 9 (¢)) to which the United States desires, 
or may desire, the Contractor to deliver power and energy hereunder. Within 
ninety days after receipt of such estimate, the Contractor shall inform the United 
States in writing whether or not it can deliver the power and energy to meet 
each load included in said estimate. If the Contractor’s reply is in the affirma- 
tive it shall be obligated to make the capacity of its electric system available to 
serve said loads to the extent of said estimates for the entire four-year period. 


DELIVERIES OF ELECTRIC ENERGY 


9% (a) The United States, under the terms and conditions stipulated herein, 
will furnish the electric power and energy required for the United States and/or 
its customers as three-phase, alternating current, at a nominal frequency of 
sixty (60) cycles per second, at the points of interconnection and at nominal 
delivery voltages as follows: 

(i) At the switchvard of the United States located near Tracy, California, 
at a nominal voltage of 220,000; 

(ii) At such other points of interconnection and voltages as the parties 
hereto may agree upon in writing. 

(b) The electric power and energy will be furnished and delivered to the 
Contractor in such amounts and at such rates of delivery as are from time 
to time required by the United States and/or its customers, plus losses in trans 
mission equal to: 

(i) Five (5°) percent of both the energy and the coincidental demand 
for power deliveries by the Contractor at 44,000 volts or higher ; 

(ii) Nine (90%) percent of both the energy and the coincidental demand 
for power deliveries by the Contractor at less than 44,000 volts, 

Provided, that the electrical lond thus added plus the then existing load on the 
Contractor's facilities will not exceed the normal capacity thereof, as deter- 
mined by the Contractor. Schedules for deliveries of power and energy to the 
United States and/or its customers shall be prepared, and changed from time 
to time as conditions require, by the parties hereto for system operating con- 
trols, and deliveries that are inadvertently greater or less than requirements 
to serve the United States and/or its customers shall be corrected in later 
deliveries in accordance with schedules agreed upon between the Contractor and 
the contracting officer. 

(c) The electric power and energy to be delivered by the Contractor to the 
United States and/or its customers from the system of the Contractor shall be 
limited to such electric power and energy as is necessary for the following 
classes of customers located at any point on the Contractor's system within the 
Sacramento and San Joaquin Valleys and the Counties of Solano, Contra Costa, 
Alameda, and Sinta Clara (which area is shown on the attached map) : 

(i) Preference customers (as defined in the Reclamation Law and federal 
establishments which (1) on the effective date of this agreement are served 
by the Contractor and, except as otherwise agreed upon in writing, (2) 
have had monthly maximum demands of 500 kilowatts or more for three 
consecutive months in the twelve months immediately preceding the date on 
which the Contractor is requested to commence service, and (3) are located 
and use such power and energy outside the corporate boundaries of munici- 
palities wherein the Contractor serves at retail: provided, that reductions 
in the monthly maximum demand of any customer after delivery to such 
customer commences hereunder shall not affect the obligation of the Con 
tractor to continue delivery. 

(ii) Contractors for the construction of Bureau of Reclamation projects 
or parts thereof, or any development which has been authorized to be 
added to the Central Valley Project, also the power requirements of the 
United States itself necessary in the construction, operation, or maintenance 
of any Bureau of Reciamation project or part thereof: provided, that such 
service shall be rendered only for use outside the corporate boundaries 
of municipalities to loads where the monthly maximum demand for three 
consecutive months during the twelve months immediately preceding the 
date of request for service has been, or during the ensuing twelve months 
is expected to be, one hundred (100) kilowatts or more, except as otherwise 
agreed up in writing. 

(iii) In view of the difficulty of anticipating future facts and conditions, 
it is understood that if additional loads of the United States or customers 
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of the United States become prospective, the parties hereto will then consider 
the problem of serving such loads, and the Contractor will advise the United 
States within ninety (90) days after request whether or not service to such 
additional loads or customers shall be made available hereunder. 
This contract does not terminate or in any way affect any contract between the 
Contractor and any of such customers. 
The Contractor shall deliver the energy supplied hereunder as three-phase 
alternating current at a nominal frequency of sixty (60) cycles per second, 
and shall not be required to deliver energy at less than 2,000 volts. 


PAYMENT FOR USE OF THE CONTRACTOR'S FACILITIES 


10. (a) The United States will compensate the Contractor for the use of 
its facilities to effectuate the delivery of electric power and energy to the 
United States and/or the customers of the United States in accordance with 
the following rates applicable monthly at each point of delivery: 

(i) For delivery at 44,000 volts or higher: 1 mill per kilowatt-hour ; 
Provided, that in respect to delivery at any such point of 25,000 kilowatts or 
more, this charge shall not be less than 25 cents per kilowatt of the maximum 
30 mftnute integrated demand in the month; 

(ii) For delivery at less than 44,000 volts but not less than 22,000 volts 
where the demand is not less than 20,000 kilowatts: 1 mill per kilowatt-hour 
plus 10 cents per kilowatt of monthly maximum 30 minute integrated de- 
mand ; 

(iii) For all other deliveries: 1 mill per kilowatt-hour plus 22 cents per 
kilowatt of monthly maximum 30 minute integrated demand. 

This compensation shall be exclusive of power and energy furnished by the 
United States. 

(b) The amount of power and energy delivered by the Contractor to which 
the above rates apply shall be determined as provided in Article 18 (b). The 
Contractor shall render an itemized bill for the amount due hereunder from 
the United States not later than twenty (20) days after receipt from the United 
States of the information, as to the amounts of power and energy delievered by 
the Contractor, that is required for preparation of the bill, and such bills shall 
be due and payable as soon after receipt thereof as the necessary vouchers can 
be prepared. 


STAND-BY FOR THE UNITED STATES 


11. The Contractor agrees to deliver to the United States such power and 
energy as the Contractor has available above its own requirements, as determined 
by the Contractor, for the loads of the United States or customers of the United 
States being served from the system of the Contractor in the event of the inability 
of the United States to supply such electric energy by reason of a failure or re 
duction of generation at power plants of the United States or failure of 
transmission lines of the United States. The electric energy so furnished by 
the Contractor, increased by losses as determined under Article 9 (b) hereof 
to cover the Contractor’s losses in transmission, shall be returned by the 
United States, kilowatt-hour for kilowatt-hour, at the earliest practicable time 
and in accordance with schedules to be agreed upon between the Contractor 
and the contracting officer. The United States shall pay the Contractor the 
charge for use of the Contractor's facilities in accordance with the terms of 
Article 10 hereof, exclusive of transmission losses, the same as though the 
Stand-by service had been energy furnished by the United States for transmission. 
It is mutually agreed that the stand-by provided for in this article is to be 
supplied only during outages or reductions in delivery of power by the United 
States due to the failure of facilities and not due to inadequacy of water for 
power generation. 

POWER FACTOR 


12. (a) The United States and its customers shall maintain a power factor 
at the points of delivery provided for in Article 9 (c) hereof of not less than 
ninety (90) percent lagging; provided, that the United States and its customers 
will be permitted to operate at a lower power factor when conditions are such, 
as determined by the Contractor, that a lower power factor will not prevent 
the Contractor from making full use of its available generating and transmission 
facilities, 
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(b) The power to be delivered hereunder to the Contractor at Tracy Switch- 
yard shall be delivered at voltages ranging from 209,000 to 231,000 as the Con- 
tractor shall request from time to time, together with reactive kilovolt-amperes 
equivalent in amount to that delivered by the Contractor hereunder, and each 
party shall carry on its system the reactive kilovolt-amperes originating thereon; 
provided, that operation at other voltages and with other reactive flow will 
be permitted upon request of the Contractor if the United States in the judg- 
ment of the contracting officer will not be prevented from making full use of 
its available generating and transmission facilities. 


Part Two—GENERAL PROVISIONS 
MEASUREMENT OF ELECTRIC POWER AND ENERGY 


18. (a) The United States will provide and maintain metering equipment 
of a recording type to measure the electric power and energy and reactive kilo- 
volt-amperes furnished to the Contractor at the points of interconnection and 
at the nominal delivery voltages specified in Article 9 (a) hereof. The United 
States agrees to read all meters on the last day of each billing period and at 
such other times as may be required under the operation of this cortract and 
to submit a copy of all readings to the Contractor for its records. The United 
States will service and maintain recording charts on all meters, and will make 
such charts available to the Contractor upon request. 

(b) With respect to the electric power and energy delivered by the Contractor 
to the United States or to its customers pursuant to Part One hereof : 

(i) Such electric power and energy shall be measured at the voltage at 
which it is delivered to the United States or its customers at or near 
the points of delivery of such electric power and energy, by metering equip- 
ment, including reactive kilovolt-ampere meters of a suitable type, to be 
furnished and maintained by the United States; provided, that such power 
and energy delivered at any point or points of delivery on the high voltage 
side of any substation not provided by the Contractor may, at the option 
of the United States, be measured on the low-voltage side of such sub- 
stations at or near said point of delivery, in which event the meter readings 
at said point of delivery will be increased by two percent (207) in order 
to compensate for transformer losses, except that if the metering equip- 
ment automatically adjusts for transformer losses, the actual readings thus 
adjusted shall be used; provided further, thai if such power and energy 
delivered at any point of delivery is transmitted an appreciable distance 
before it is measured, the meter readings for said point of delivery will 
be increased by an amount to be agreed upon in writing by the parties 
hereto in order to compensate for transmission losses between the point 
of delivery and the point of measurement, except where the metering 
equipment automatically adjusts for such losses. 

(ii) The United States agrees to read all meters on the last day of 
each billing period and as required at other times in connection with stand-by 
service provided hereunder, and to submit. a copy of all readings to the 
Contractor for its records. The United States will service and maintain 
charts on all recording meters, and will make such charts available to the 
Contractor on request. 

(iii) The amount of stand-by electric enregy supplied by the Contractor 
for the loads of the United States or its customers pursuant to Article 11 
hereof will be determined as in subsection (b) (i) above or, in the absence 
of proper meter readings, from the best information available. 

(c) The meters shall be sealed and the seals shall be broken only upon occas 
sions when the meters are to he inspected, tested, or adjusted, and representatives 
of the Contractor and the contracting officer shall he afforded reasonable oppor- 
tunity to be present upon such oceasions. The meters shall be tested at least 
once each vear and at any reasonable time upon request therefor by either party 
hereto. Any metering equipment found to he defective or inaccurate shall be 
repaired and readjusted or replaced. Should anv meter fail to register, the 
electric power and energy delivered hereunder during such period of failure ta 
register, shall, for billing purposes, be estimated from the best information 
available. 

(qd) If any of the meter tests provided for herein discloses that the error of any 
meter or meters exceeds two percent (2%), correction hased upon the inaccuracy 
found shall be made of the records of electric service furnished since the begin- 
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ning of the monthly billing period immediately preceding the billing period dur- 
ing which the test was made; provided, that no correction shall be made for a 
longer period than such inaccuracy may be determined by the parties hereto to 
have existed. Any correction in billing resulting from such correction in meter 
records shall be made in the next monthly bill rendered, and such correction 
when made shall constitute full adjustment of any claim between the parties 
hereto arising out of such inaccuracy of meters. 


CONTROL AND MAINTENANCE OF THE CONTRACTOR'S ELECTRIC SYSTEM 


14. (a) The electric system of the Contractor shall at all times be and remain 
in the exclusive possession and control of the Contractor, and this agreement 
shall not be construed to grant to the United States any rights of ownership in 
or possession of said electric system. The Contractor shall operate and maintain 
said electric system in good and satisfactory operating condition. 

(b) The United States will install, maintain, and operate, or will require its 
customers, as defined in Article 9 (c) hereof, to install, maintain, and operate 
such proper service protective equipment as up-to-date electrical engineering 
practices recognize as necessary and efficient for the purpose of clearing and 
protecting the Contractor's electric system from the faults, grounds, and other 
types of electrical disturbances that originate upon the power systems of the 
United States or its Customers, 


CONTROL AND MAINTENANCE OF ELECTRIC SYSTEM OF THE UNITED STATES 


15. (a) The electric system of the United States shall at all times be and 
remain in the exclusive possession and control of the United States, and this 
agreement shall not be construed to grant to the Contractor any rights of owner- 
ship in or possession of said electric system. The United States shall operate 
and maintain said electric system in good and satisfactory operating condition. 

(b) The Contractor will install, maintain, and operate such proper service pro- 
tective equipment as up-to-date electrical engineering practices recognize as 
necessary and efficient for the purpose of clearing and protecting the transmis- 
sion system of the United States from the faults, grounds, and other types of 
electric disturbances that originate upon the Contractor’s power system. 


LICENSE TO THE UNITED STATES TO INSTALL AND OPERATE FACILITIES 


16. The Contractor, upon request from time to time by the contracting officer, 
will grant to the United States a license or licenses to construct, install, operate, 
maintain, replace, or repair upon the property of the Contractor such facilities 
as in the opinion of the Contractor are necessary or desirable for the purposes 
of this contract. The license or licenses so granted shall be in form and of 
legal sufficiency acceptable to the contracting officer, shall be and remain in 
effect during the term of this contract, and shall expire coincidently therewith. 
Any facilities so installed by the United States pursuant to said license or licenses 
Shall be and remain the property of the United States notwithstanding that the 
Same may have been affixed to the premises, and the United States shall have a 
reasonable time after the expiration of said license or licenses in which to remove 
its facilities so installed. 


LICENSE TO THE CONTRACTOR TO INSTALL AND OPERATE FACILITIES 


17. The United States hereby grants the Contractor a license to construct, 
install, operate, maintain, replace, or repair, upon property of the United States 
under the administrative control and jurisdiction of the Bureau of Reclamation, 
such facilities as in the opinion of the contracting officer are necessary or desir- 
able for the purposes of this contract. Said license shall remain in effect during 
the term of this contract and shall expire coincidently therewith. Any facilities 
so installed by the Contractor pursuant hereto shall be and remain the property 
of the Contractor, notwithstanding that the same may have been affixed to the 
premises, and the Contractor shall have a reasonable time after the expiration 
of said license in which to remove its facilities so installed. 


PUBLIC UTILITIES COMMISSION 


18. Within 30 days after execution of this contract, the Contractor will file 
an application with the Public Utilities Commission of the State of California 
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for an order authorizing the Contractor to carry out the terms hereof and will 
prosecute the application and any proceedings thereon diligently. If such 
order is not forthcoming within 6 months after execution of this contract, the 
contracting officer may terminate this contract by giving written notice thereof 
to the Contractor. It is understood that the Contractor, by entering into this con- 
tract, does not dedicate or intend to dedicate its facilities to the common carry- 
ing of electric energy for the account or use of the United States or anyone else. 


TERM OF CONTRACT 


19. Subject to the provisions of Article 18 hereof, this contract shall become 
effective upon the date of its execution and shall remain in effect for a term of 
ten (10) years. 

LIABILITY 


20. The Contractor, its officers, agents, and employees or any of them, shall 
not be liable for any claim for injuries or damages arising from the construction, 
operation, and maintenance of the facilities of the United States under this con- 
tract. The United States, its officers, agents and employees, or any of them, shall 
not be liable for any claims, demands, costs, losses, cuuses of action, damages, 
or liability of whatsoever kind or nature, arising out of or resulting from the 
construction, operation, and maintenance of the facilities of the Contractor 
under this contract. 

RULES AND REGULATIONS 


21. The United States and the Contractor shall mutually agree upon and put 
into effect from time to time such rules and regulations as may be required in 
order to establish the methods of operation to be followed in the performance of 
this contract. 


CONTINUITY OF SERVICE 


22. The delivery of electric power and energy hereunder will be made con- 
tinuously except (1) for interruptions or reductions due to uncontrollable forces, 
as defined in Article 283 hereof; (2) for interruptions or reductions due to opera- 
tion of devices installed for power system protection; and (3) for temporary 
interruptions or reductions, which, in the opinion of the delivering party, are 
necessary or desirable for the purposes of maintenance, repairs, replacements, 
installation of equipment, or investigation and inspection. The delivering party, 
except in case of emergency as determined by it, will give the other party reason- 
able advance notice of such temporary interruptions or reductions and will re- 
move the cause thereof with diligence. 


UNCONTROLLABLE FORCES 


23. Neither party shall be considered to be in default in respect to any obliga- 
tion hereunder, if prevented from fulfilling such obligation by reason of an un- 
controllable force. For the purpose of this contract the term “uncontrollable 
force” means any cause beyond the control of the party affected, including, but 
not limited to, failure of facilities, flood, earthquake, storm, lightning, fire, epi- 
demic, war, riot, civil disturbance, labor disturbance, sabotage, and restraint by 
court or publie authority, which by exercise of due diligence and foresight such 
party could not reasonably have been expected to avoid. Either party rendered 
unable to fulfill any obligation by reason of an uncontrollable force shall exercise 
due diligence to remove such inability with all reasonable dispatch. 


AMENDMENT OF POWER CONTRACT 


24. Upon the date the Publie Utilities Commission authorizes the Contractor 
to carry out the terms hereof, the provisions of the aforesaid contract No, 175r 
1595 with respect to exchange of electric energy for the use of Central Valley 
Project facilities shall terminate; also it is understood that declarations of ca- 
pacity and energy under said contract shall not include capacity and energy 
required for discharge of obligations of the United States under this contract. 


GENERAL POWER CONTRACT PROVISIONS 


25. The General Power Contract Provisions attached hereto are hereby made 
a part of this contract the same as if they had been expressiy set forth herein: 








INTERIOR DEPARTMENT APPROPRIATIONS, 1952 1905 


provided, that provisions A, B, C, D, E, F, G, H, I, J, K, L, M, Q, and R thereof 
shall be inoperative for the purpose of this contract. 
IN WITNESS WHEREOF, the parties hereto have caused this contract to be 
executed the day and year first above written. 
THE UNITED STATES OF AMERICA, 
By R. S. CaLLanp, 
Acting Regional Director, Region 2, Burcau of Reclamation, 
U.S. Department of the Interior, Sacramento, California, 
[| CORPORATE SEAL | PaciFic GAS AND ELECTRIC COMPANY, 
By J. B. Buack, 
President, 245 Market Street, San Francisco, California. 
Attest: 
RAYMOND KINpbIG, Secretary. 


Effective Jan. 17, 1950 
UNITED STATES DEPARTMENT OF THE INTERIOR 
RUREAU OF RECLAMATION 
GENERAL POWER CONTRACT PROVISIONS 


A. Characteristics of Power and Energy 


Electric energy supplied hereunder will be three-phase, alternating current, 
at a nominal frequency of sixty (60) cycles per second. 
B. Delivery of Energy in Excess of Contract Obligation 

The Contractor may from time to time, in the absence of objection by the con- 
tracting officer, use energy at rates greater than the contract rate of delivery in 
effect for each type of service provided for in this contract, but such greater use 
shall not be deemed to establish in the Contractor any right thereto and the 
Contractor shall cease any such greater use whenever and for the periods of 
time requested by the contracting officer. 
C. Continuity of Electric Service to be furnished 

The electric service, unless otherwise specified, will be furnished continuously 
except (1) for interruptions or reductions due to uncontrollable forces, as de 
fined herein; (2) for interruptions or reductions due to operation of devices 
installed for power system protection; and (3) for temporary interruptions or 
reductions, which, in the opinion of the contracting officer, are necessary or desir- 
able for the purposes of maintenance, repairs, replacements, installation of equip- 
ment, or investigation and inspection. The United States, except in case of 
emergency as determined by the contracting officer, will give the Contractor rea- 
sonable advance notice of such temporary interruptions or reductions and will 
remove the cause thereof with diligence. 
D. Multiple Points of Delivery 

When electric service is furnished at two or more points of delivery under the 
Same schedule of rates, said schedule of rates shall apply separately to the service 
supplied at each point of delivery. 
£. Uncontrollable Forces 

Neither party shall be considered to be in default in respect to any obligation 
hereunder, if prevented from fulfilling such obligation by reason of uncontrollable 
forces, the term uncontrollable forces being deemed for the purpose of this con- 
tract to mean any cause beyond the control of the party affected, including, but 
not limited to, inadequacy of water for the generation of the electric power and 
energy herein contracted for as conclusively determined by the Secretary of the 
Interior, failure of facilities, flood, earthquake, storm, lightning, fire, epidemic, 
war, riot, civil disturbance, labor disturbance, sabotage, and restraint by court 
or public authority, which by exercise of due diligence and foresight such party 
could not reasonably have been expected to avoid. Either party rendered unable 
to fulfill any obligation by reason of uncontrollable forces shall exercise due dili- 
gence to remove such inability with all reasonable dispatch. 


FI. Modification of Rates 


The rate schedule specified in this contract shall be subject to successive modi- 
fication by the United States through the promulgation of superseding rate sched 
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ules. If at any time the United States promulgates a rate schedule superseding 
the rate schedule then in effect under this contract, it will promptly notify the 
Contractor thereof. Said superseding rate schedule, as of its effective date, 
shall become effective as to this contract unless the Contractor, by notice in writ- 
ing given to the contracting officer within sixty (60) days after notice to it by 
the United States of promulgation of said superseding rate schedule, shall elect 
to terminate this contract effective as of such date not more than three (3) years 
subsequent thereto as the Contractor shall therein specify. In the event of such 
termination, said superseding rate schedule shall not be effective during the 
period of the remaining unexpired term of this contract or during a period of 
two years from the date of notice to the Contractor of the promulgation of said 
superseding rate schedule, whichever period is the shorter. 


G. Billings and Payments 


The United States will submit bills to the Contractor on or before the tenth 
day of each month for electric service furnished during the preceding month, 
and payments will be due and payable by the Contractor on the first day of the 
month immediately succeeding the date each bill is submitted. 


H. Nonpayment of Bills 

If the Contractor fails to pay any bill when due an interest charge of one 
per cent (1%) of the amount unpaid shall be added thereto as liquidated damages, 
and thereafter, as further liquidated damages, an additional interest charge 
of one-half of one percent (44%) of the principal sum unpaid shall be added 
on the first day of each succeeding calendar month until the amount due, including 
interest, is paid in full. The United States shall have the right upon not less 
than fifteen (15) days’ advance written notice to discontinue furnishing electric 
service to the Contractor for nonpayment of bills and to refuse to resume same 
so long as any part of the amount due remains unpaid. Such a discontinuance 
of electric service will not relieve the Contractor of liability for the minimum 
charge during the time electric service is so discontinued. The rights given 
herein to the United States shall be in addition to all other remedies available 
to the United States, either at low or in equity, for the breach of any of the 
provisions hereof. 

1, Adjustments for Fractional Billing Period 

(a) Fora fractional part of a billing period at the beginning or end of service, 
and for fractional periods due to withdrawals of service, the demand charge, 
the kilowatt-hour blocks of the energy charge, and the minimum bill shall each 
be proportionately adjusted in the ratio that the number of hours that electric 
service is furnished to the Contractor in such fractional billing period bears to 
the total number of hours in the billing period involved. 

(b) Whenever irrigation and/or drainage pumping service is supplied under 
this contract, adjustments in the demand charge and in the kilowatt-hour 
blocks of the energy charge as applicable, and in the minimum charge of the rate 
schedule under which service is supplied, shall be made for the fractional part 
of the billing period at the beginning and end of pumping service in each year 
in like manner as is provided for in section (a) of this article. If pumping 
service is supplied in conjunction with service for other purposes and is not 
metered separately, the billing demand for pumping service shall be considered 
to be the difference between the highest 30-minute integrated demand measured 
during the billing period and the contract rate of delivery for firm power. 

J. Adjustments for Interruptions to Service 

Should the delivery of electric energy be interrupted or curtailed because of 
conditions on the power system of the United States, which system for purpose 
of adjustments hereunder shall include transmission facilities utilized but not 
owned by the United States, below the contract rate of delivery for the affected 
type of service provided for in this contract or below the rate of delivery required 
by the Contractor at the time of such reduction, whichever is the lesser, for a 
period or periods of one (1) hour or longer in duration each, the total number of 
hours of curtailed service in any billing period shall be determined by adding 
the sum of the number of hours of interrupted service to the product of the 
number of hours of reduced service multiplied by the percentage of said reduction 
below said contract rate of delivery or below the rate of delivery required by 
the Contractor at the time of such reduction, whichever is the lesser. The 
demand change, the kilowatt-hour blocks of the energy charge, and the minimum 
bill shall each be proportionately adjusted in the ratio that the total number 
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of hours of such curtailed service as herein determined bears to the total number 
of hours in the billing period involved. The Contractor shall make written 
claim, within thirty (30) days after receiving the monthly bill, for adjustment 
on account of any curtailment to service, for a period or periods of one (1) 
hour or longer in duration each, alleged to have occurred and which is not reflected 
in such bill. Failure to make such written claim, within said thirty (30) day 
period, shall constitute a waiver thereof. All curtailments to service, for any 
reason whatsoever, which are due to conditions on the power system of the 
United States, shall be subject to the provisions of this article and the Contractor 
Shall be limited in its remedy to the relief granted by this artcle. 

K. Measurement of Electric Power and Energy 

The total electric power and energy delivered to the Contractor will be 
measured by metering equipment to be furnished and maintained by the United 
States. The meter or meters Shall be sealed and the seals shall be broken only 
upon occasions When the meters are to be inspected, tested, or adjusted, and 
representatives of the Contractor shal] be afforded reasonable opportunity to be 
present upon such occasions. The meter or meters shall be tested at least once 
each year by the United States and at any reasonable time upon request therefor 
by either party. Any metering equipment found to be defective or inaccurate 
shall be repaired and readjusted or replaced. Should uny meter fail to register, 
the electric power and energy delivered during such period of failure to register 
Shall, for billing purposes, be estimated by the contracting offiver from the best 
information available. 

If any of the meter tests provided for herein discloses that the error of any 
meter or meters exceeds two per cent (2% ), Correction based upon the inaccuracy 
found shall be made of the records of electric service furnished since the be- 
xinning of the monthly billing period immediately preceding the billing period 
during which the test was made; Provided, That no correction shall be made 
for a longer period than such inaccuracy may be determined by the contracting 
officer to have existed. Any correction in billing resulting from such correction 
in meter records shall be made in the next monthly bill rendered by the United 
States to the Contractor, ‘and such correction when made shall constitute full 
adjustment of any claim between the parties hereto arising out of such inaccuracy 
of meters. 


M. Power Factor 


While the Contractor will normally be required to maintain the power factor 
as Stated in the rate schedule then in effect under this contract, the Contractor 
will be permitted to operate at a lower power factor when conditions are such, 
as determined by the contracting officer, that a lower power factor will not pre- 
vent the United States from aking full use of its available generating and 
transmission facilities. 

N. Cooperation of Contracting Parties 

(a) If, in the maintenance of their respective power systems and/or electrical 
equipment and the utilization thereof for the purposes of this contract, it becomes 
necessary by reason of any emergency or extraordinary condition for either party 
to request the other to furnish personnel, materials, tools, and equipment for the 
accomplishment thereof, the party so requested shall cooperate with the other and 
render such assistance as the party so requested may determine to be available, 
The party making such request, upon receipt of properly itemized bills from the 
other party, shall reimburse the party rendering such assistance for all costs 
properly and reasonably incurred by it in such performance, including not to 
exceed ten per cent (10%) thereof for administrative and general] expenses, 
such costs to be determined on the basis of current charges or rates used in its 
own operations by the party rendering assistance, 

(b) No laborer or mechanic, in the employ of the Contractor, doing any part 
of the work contemplated by this article, shall be required or permitted to work 
more than eight hours in any one calendar day upon such work at the site thereof, 
except upon the condition that compensation is paid to such laborer or mechanic 
in accordance with the provisions of this article. The wages of every laborer 
and mechanic employed by the Contractor in the performance of any part of the 
work contemplated by this article shall be computed on a basic day rate of eight 
hours per day and work in excess of eight hours per day is permitted only upon 
the condition that every such laborer and mechanic shall be compensated for all 
hours worked in excess of eight hours per day at not less than one and one-half 
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times the basic rate of pay. For each violation of the requirements of this 
article a penalty of five dollars shall be imposed upon the Contractor for each 
laborer or mechanic for every calendar day in which such employee is required or 
permitted to labor more than eight hours upon said work without receiving com- 
pensation computed in accordance with this article, and all penalties thus im- 
posed shall be withheld for the use and benefit of the United States: Provided, 
That this stipulation shall be subject in all respects to the exceptions and provi- 
sions of U. S. Code title 40, sections 321, 324, 325, 325a, and 326 relating to hours 
of labor and to compensation for overtime. 
O. Provisions Relative to Employment 

(a) The Contractor shall not discriminate against any employee or applicant 
for employment because of race, creed, color, or national origin, and shall require 
an identical provision to be included in all subcontracts: Provided, however, That 
this Clause does not refer to, extend to or cover the business or activities of the 
Contractor which are not related to or involved in the performance of any part 
of the work contemplated by this contract. 

(b) In the performance of any part of the work contemplated by this contract, 
the Contractor shall not employ any person undergoing sentence of imprisonment 
at hard labor. 


P. Transfer of Interest in Contract by Contractor 

No voluntary transfer of this contract or of the rights of the Contractor here- 
under shall be made without the written approval of the Secretary of the Interior: 
Provided, That if the Contractor operates a project financed in whole or in part 
by the Rural Electrification Administration the Contractor may transfer or assign 
its interest in the contract to the Rural Electrification Administration or any 
other department or agency of the Federal Government without such written 
approval: Provided further, That any successor to or assignee of the rights of the 
Contractor, whether by voluntary transfer, judicial sale, foreclosure sale, or 
otherwise, shall be subject to all the provisions and conditions of this contract to 
the same extent as though such successor or assigns were the original Contractor 
hereunder: And provided further, That the execution of a mortgage or trust 
deed, or judicial or foreclosure sales made thereunder, shall not be deemed vol- 
untary transfers within the meaning of this article. 


Q. Assignment of Industrial Contract by the United States 


When the Contractor hereunder is denominated an industrial customer, the 
United States may transfer and assign this contract at any time without the 
consent of the Contractor to any public body or cooperative engaged in the busi- 
ness of distributing electric power and energy purchased at wholesale from the 
United States if such assignee agrees to take over and assume all the rights, 
duties, and obligations of the United States under this contract. Whenever a 
transfer or assignment of this contract is made by the United States to a publie 
body or cooperative pursuant hereto, such transfer or assignment shall be and 
constitute a novation and thereafter the United States shall be relieved of all 
liability under said contract and under said assignment and the Contractor shall 
look solely to the assignee for performance of this contract. 

R. Contract Subject to Colorado River Compact 

Where the energy sold hereunder is generated from waters of the Colorado 
River system, this contract is made upon the express condition and with the 
express covenant that all rights hereunder shall be subject to and controlled 
by the Colorado River Compact spproved by section 13 (a) of the Boulder Can- 
yon Project Act of December 21, 1928 (45 Stat. 1057) and the parties hereto 
shall observe and be subject to and controlled by said Colorado River Compact 
in the construction, management, and operation of the dams, reservoirs, and 
power plants from which electrical energy is to be furnished by the United States 
to the Contractor hereunder, and in the storage, diversion, delivery, and use 
of water for the generation of electrical energy to be delivered by the United 
States to the Contractor hereunder. 

NS. Waivers 

Any waiver at any time by either party hereto of its rights with respect to a 
default or any other matter arising in connection with this contract shall not 
be deemed to be a waiver with respect to any subsequent default or matter. 
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T. Notices 

Any notice, demand, or request required or authorized by this contract shall be 
deemed properly given if mailed, postage prepaid, to the contracting officer at the 
address shown on the signature page hereof, on behalf of the United States, 
except where otherwise herein specifically provided, and to the officer signing for 
the Contractor at the address shown on the signature page hereof, on behalf of 
the Contractor. The designation of the person to be notified or the address of 
such person may be changed at any time by similar notice. 
U. Contingent Upon Appropriations 

Where the operations of this contract extend beyond the current fiscal year, 
the contract is made contingent upon Congress making the necessary appropria- 
tion for expenditures hereunder after such current year shall have expired. In 
case such appropriation as may be necessary to carry out this contract is not 
made, the Contractor hereby releases the United States from all liability due to 
the failure of Congress to make such appropriation. 
V. Officials Not to Benefit 

No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract if 
made with a corporation or company for its general benetit. 
W. Covenant Against Contingent Fees 

The Contractor warrants that it has not emploved any person to. solicit 
or secure this contract upon any agreement for a Commission, percentage, brok- 
erage, or contingent fee. Breach of this warranty shall give the United States 
the right to annul the contract or, in its discretion, to deduct from the contract 
price or consideration the amount of such commission, percentage, brokerage, 
or contingent fees. This warranty shall not apply to Commissions payable by 
contractors upon contracts or sales secured or made through bona fide estab 
lished commercial or selling agencies maintained by the Contractor for the 
purpose of securing business. 


NEED FOR CLARIFYING OF NATIONAL POWER POLICY BY CONGRESS 


Senator Corpon. Mr. Black, we had before us a number of repre- 
sentatives from private utilities from different parts of the United 
States. Some of them have wheeling contracts. Some of them are 
attempting to negotiate contracts. Among others is the Georgia 
Power Co., which presented a rather novel approach to this problem. 
I hope that when the hearing is printed that you will read that testi 
mony. It will include copies of the offers, et cetera, and at the 
same time that portion of the record which includes evaluation of 
their offer from the viewpoint of the Virginia Electric Power Co. 
That is contained in a couple of memoranda and a couple of letters 
exchanged between the companies. Then personally, I would like 
to have your reaction to the proposition. 

Mr. Buack. I will be glad to do that. 

Senator Corpon. Frankly, it seems to me this thing is now reach- 
ing a point where the Congress, through legislation, is going to have 
to enunciate a power policy. We are losing legislative control by 
administrative attrition at the present time. 


POWER RATES 


Senator Haypen. What is your wheeling charge, 1 mill? 
Mr. Buack. One mill for the high-voltage delivery. 
Senator Corpon. That is postage stamp. 

Mr. Biack. That is correct. 


$3686-—51—pt. 2-44 
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Senator Haypen. Is there no 50-mile limit on it? 

Mr. Buacx. No, sir. 

Senator Haypren. Senator Cordon mentioned the Virginia Power 
Co., and that is why I asked the question. They made an offer to 
wheel power 50 miles for one-half a mill. Then it would be 1 mill 
for the next 50, and then 11% mills, depending on every 50-mile zone 
that the power was carried from Buggs Island, where it is generated, 
to REA co-ops. My understanding about your contract was it is 

i postage-stamp rate and the Government pays you the 1 mill for 
carrying it anywhere in California; is that right ? 

Mr. Brack. That is correct for the agreed service area 

Mr. Grerprs. Senator Hayden, there is an overlay on the m: ip which 
is before you here that outlines in red the territory that is covered 
by our wheeling-service contract, and you will note that area runs all 
the way from above Redding to Bakersfield. 

Senator Haypen. | misspoke myself when I said anywhere in Cali- 
fornia. Imean anywhere in California in your service area 

Mr. Gerpes. Our service area does extend somewhat beyond these 
red lines. This area outlined in red includes the Central Valley 
area and a considerable part of the important area around San 
Francisco Bay. It includes the major part of our cae 

Senator Haypen. If, at the extreme far end of the San Joaquin 
Valley, there was some town that went municipal that now belongs to 
you and it is under your contract, if it becomes a preferred customer 
of the Government, would it cost any more to wheel power to them 
down there, as far as this 1-mill rate is concerned, than it would if it 
were close to the Shasta Dam ? 


Mr. Grrves. The 1-mill rate applies throughout this entire area for 
delivery at 44,000 volts or higher with some additional charges in case 
of lower voltage deliveries which is optional with the Gov ernment. 

Senator Corvon. The fact is, however, that the delivery is expected 
to be preponderantly in the central part of that geographical area; 
is that ct 

Mr. Grerpes. That is true. If you look closely on the no you will 


see blue dots, which points indicate the customers presently in that 
area which are eligible for service under our wheeling service contract. 
As you mentioned, they are i sepa in or within not a great 
distance from the San Francisco Bay are 

Senator Haypen. I was in caneieiiion with the representative of 
the Virginia Power Co. He indicated that their company was will- 
ing to accept the same kind of a contract that you have made and 
that your contract had some kind of a 50-mile limit on the wheeling 
charge. I did not remember it that way. 

Senator Corvon. The statement, to me, was rather to the contrary ; 
that the level postage-stamp rate with respect to P. G. & E.’s contract 
actually represented to P. G. & E. more or as much of an income per 
mile of transmission as the offered contract did because of the fact 
that the major portion for which 1 mill was charged was within the 
area where in Virginia they offered to charge only one-half mill. Be- 

cause the preponder ‘ant number of outlets and volume were in the 
shorter transmission area, the company could and did make a level 
rate of 1 mill which perhaps, in that area, would be above the Virginia 
rate but would permit of a postage-stamp application throughout the 
geographical area. 
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Mr. Gerves. We quoted a postage-stamp rate, the type of rate the 
Bureau edad in our area. That is the way they wanted it and we 
agreed to it. 

I may say also that is one of the reasons for that clause we dis- 
cussed about service to future customers. The 1-mill charge might 
be outbalanced if, over the next 10 years, there should develop an 
overwhelming proportion of the load we were wheeling to way down 
in the end of our territory. That is one of the things we had in mind 
when we said, in view of the fact you cannot see the future, we thought 
it better to leave those future customers to be taken care ‘of by nego- 
tiations at the time they come up. It is quite true, if all of the cus- 
tomers we were serving were moved down into the Bakersfield area 
then I think the 1-mill charge would probably not be adequate or 
proper and probably would not be permitted by the Califorma Utili- 
ties Commission. I think that has a very important bearing on that 
clause we discussed earlier and the reasonableness of it. 

Senator Corvon. There is no question about that. 

Senator Haypen. Does that complete your statement ? 


COMPANY POSTWAR CONSTRUCTION PROGRAM 


Mr. Buack. I will skip to page 23. 

At the present time the company is engaged in the largest con- 
struction program of any electric and gas utility in the country. 
We started this program as soon as wartime controls were removed. 
Since that time and by the end of this year we will have spent $800 
million on new plants. Further additions to be completed in 1952 


and 1953 will raise our investment in new construction since the end 
of World War II to approximately $1 billion. This investment about 
equals the total invested to date in TVA and substantially exceeds 
the combined ultimate cost of the dams and power plants built at 
Boulder Canyon, Bonneville, Grand Coulee, Shasta, and Keswick. 
The capital is being supplied from the savings of private investors 
and creates wealth which is and will be taxed by local, State, and 
Federal Governments. 

Since the end of World War IT we have brought into operation 
over 1,000,000 kilowatts of new electric gener: iting capacity in hydro 
and steam plants. Within the next 3 months we will add another 
300,000 kilowatts in steam-plant capacity. We have under construc- 
tion still another 400,000 kilowatts in steam additions, and a 33,000- 
kilowatt hydro plant on the Mokelumne River, all to be completed 
by the summer of 1953. Looking further ahead we have just ordered 
an additional 500,000 kilowatts of steam capacity to be installed late 
in 1953 and early in 1954. We intend not only to build ahead of 
the rapid normal growth in our area but to be prepared to meet 
the new defense loads which may come on our system. 


FUEL USED BY STEAM PLANTS 


Senator Haypen. What fuel do you use? 
_ Mr. Brack. Either gas or oil. If we have surplus gas, we use it: 
if not, we use fuel oil. 


Senator Haypren. How about the reserves of gas and oil in Cali- 
fornia? 
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Mr. Biack. As to gas, new discoveries are not keeping up with 
new demands. That has made it necessary for us to go to Texas 
and have gas hauled 1,600 miles into California. 

Senator Haypen. That is in pipelines ¢ 

Mr. Buack. Yes. We have a contract with the El] Paso Natural 
Gas Co., which undertakes to gather this gas and transmit it to the 
California border. We take it there and transmit it to our service 
area. 

Senator Haypen. Could you use some Texas oil in the same way / 

Mr. Buack. At the moment the California oil supply is just a little 
greater than the demand. I suspect the way the demand is growing, 
and the fact that new reserves are not quite keeping pace, perhaps 
within 4 or 5 years it might have to be done. 


TOTAL ADDITIONS TO CAPACITY SINCE VJ-DAY 


When those scheduled and proposed additions are completed the 
company will have added more than 2,290,000 kilowatts of new gen- 
erating capacity since VJ-day. This is five times the installed capacity 
of the Shasta and Keswick plants combined. It would be sufficient to 
serve a city the size of Chicago. 

We also have plans for the construction of four new hydro plants 
and additions to an existing plant on the Kings River with a total 
installed generating capacity of 279,000 kilowatts. The Federal 
Power Commission authorized the issuance of a license to us for this 
development in 1949, but the Secretary of the Interior intervened in 
the case and a rehearing was granted. We are now awaiting a deci- 
sion by the Commission. 


Last vear, on July 25, we carried-a peak load of 214 million kilo- 
watts, the largest in our history. When the peak occurred we had 
476,000 kilowatts in reserve, a margin of nearly 20 percent. We 
expect to meet a higher peak this year with a similar margin. Nor- 
mally a margin of 15 percent is considered adequate. 


FARM BUREAU FEDERATION AND OTHERS OPPOSE APPROPRIATIONS 


At previous hearings on these appropriations the California Farm 
Bureau Federation has registered its opposition to the use of Federal 
funds for the construction of these unnecessary power facilities on the 
Central Valley project. So have various irrigation districts, the 
State chamber of commerce, agriculture and industry, and the Cali- 
fornia Manufacturers Association, as well as both the CIO and AFL 
electrical unions in northern California. This opposition still stands; 
it never has been withdrawn. 

The Farm Bureau has a membership of 56,000 farm families and 
represents the 54 county farm bureaus in California, 

The California Manufacturers Association represents more than 
600 uaale: turing concerns in California. 

The State chamber of commerce, agriculture, and industry repre- 
sents all phases of mining, industry, and agriculture throughout the 
State. 

Together these organizations speak for the customers who use three- 
fourths of the power sold in the area which we serve. 
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We submit that in addition to the four items specifically eliminated 
by the House, there should also be stricken from the bill (1) the request 
for $700,000 for the Tracy-Ames Laboratory line and substation; 
(2) the request for $201,170 for the Tracy-Contra Costa-Clayton- 
Ygnacio stub lines and substations; (3) the request for $105,308 for 
the Keswick-Shasta Dam area PUD line and substation; (4) the 
request. for $150,000 for the Elverta-Sacramento switchyard; and 
(5) the request for $500,000 for the Folsom-Elverta-Sacr amento- loop 
line and substation; all items cover ing facilities for which the House 
prohibited expenditures out of the funds appropriated in this bill. 

Together, these facilities—those specifically denied in the House and 
those for which expenditures are prohibited by the House—would 
require the wasteful expenditure of $28,000,000 of Federal funds and 
the unnecessary use at this time of 18,000 tons of steel, 600 tons of 
copper. and 2.500 tons of aluminum; all critical materials now in 
short supply and rationed for national defense. 

I thank you very much. 


WHEELING CONTRACT, NEVADA POWER 


Senator Haypen. Senator Malone ? 

Senator Martone. Mr. Chairman, with further reference to the 
wheeling contracts: First, I want to pay you a compliment, and your 
organization, Mr. Black. I think it is one of the most efficiently man- 
aged utilities in this country. You, yourself, deserve much of the 
credit for the creditable manner in which it is operated. 

1 am interested in keeping the Shasta-Folsom (Central Valley 
project) power available to my Nevada people under the “preferred 
customers” provision—in the same manner that the city of Los 
Angeles withdrew Hoover (Boulder) Dam power, Such power once 
withdrawn under such “preferred customers” clause would not be sub- 
ject to diminution or price increase along with the general Pacific Gas 
& Electric Co. northern California load. 

I am interested in the character of your general wheeling contract 
with the Bureau of Reclamation. 

I understand that your wheeling contract is a general contract of 
the postage stamp variety applying within the boundary shown by the 
red line on the wall map in evidence and that the rate is 1 mill per 
kilowatt-hour. 

Mr. Biack. Thank you, Senator; that is the basic rate. 

Senator Matone. The basic rate—does it change in the matter of 
distance ¢ 

Mr. Buack. Could Mr. Gerdes answer you specifically on that ? 

Mr. Gerpes. It does not change insofar as distance is concerned. It 
is 1 mill for delivery at 44,000 volts or higher. The contract provides 
certain additional charges in case delivery is made at lower voltages. 
I can give you spec ‘ifically what they are if you are interested. 

Senator Matonr. I expect that is already included in the record. 

Mr. Gerpes. It is included in the contract. 

Senator Manone. Then, the additional distance outside of the red 
boundary line, which I note is short of the State line between Cali- 
fornia and Nevada. You do, of course, transmit the power to or near 
the State line between California and Nevada. Suppose you were to 
make a wheeling contract with the Bureau of Reclamation to the State 
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line, would there be an additional charge if the voltage and other 
specifications fell within the present wheeling contract ¢ 

Mr. Gerves. The contract, as written, does not require us to render 
wheeling service outside of the red lines. 

Senator Maronr. I understand that it pointedly does not. I am 
not trying to bind you to the present contract for wheeling power to 
or near the State line, what I am doing is to inquire as to your policy 
in that matter. 

Your wheeling contract, of course, is in the record, so it may be 
studied in connection with other areas within the general “red line” 
boundary. 

You are familiar with the purchase preference provision for States, 
counties, municipalities, and other public bodies in the Recl: amation 
law which have been referred to here as preferred customers ? 

Mr. Grerpes. I am familiar with the definition. 

Senator Matone. Then, suppose that the State of Nevada through 
its regularly established commission should withdraw a certain 
amount of power. Is it generally in line with your wheeling policy 
that you would wheel such power to or near the State line where you 
have established transmission lines? 


ALLOCATION OF POWER FROM SHASTA DAM 


Mr. Brack. There is no provision in the contract for it. I do not 
know whether we have ever gotten down to any serious decision on it. 
I think we probably would come to the same conclusion that we came to 
when we think about the transfer of Shasta power north into Oregon ; 
that that is a part of the California supply. We built our construction 
program around it. If it became impaired in any way, we might be 
in difficulty. If it were possible of impairment, we probably would 
have to build plants in order to protect ourselves. 

If the same thing happened with Nevada, I presume that we would 
feel about the same as we do with respect to the diversion of Shasta 
or Keswick power to Oregon. 

Senator Martone. Your statement assumes that the power belongs 
to the State of California—to your company—or to the area within 
the State of California—neither assumption, of course, is true. You 
can and do now deliver power at or near the State line to the Sierra 
Pacific Power Co. transmission system, do you not ? 

Mr. Brack. We do from our pool but not from any specific plant. 

Senator Matonr. The pool includes the Shasta and will include 
Folsom power and any other power that you may secure? 

Mr. Buack. That is correct. 

Senator Manone. If under the reclamation law, instead of depend- 
ing on your particular pool, if Nevada should become the owner and 
possessor of a certain amount, say 90,000 kilowatts of power, under 
the “preferred customers” provision, to be delivered under certain con- 
ditions, my question would then apply to the Nevada-owned power— 
to be delivered in the same manner as you are now delivering or 
contracting to deliver power under your present contract with the 
Sierra Pacific Power Co. 

My question then—would you extend the wheeling contract to in- 
clude Nevada-owned power over your present facilities ¢ 
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Mr. Buack. What you are considering is the Pacific Electric to 
whom we now supply wholesale who would undertake to purchase 
Shasta power wholesale through our system; is that correct ‘ 

Senator Martone. No, not purchased through your system ; the State 
of Nevada may withdraw power from the Shasta-Folsom sources 
financed by the government on the same principle as the Bureau of 
Light — Power of the city of Los Angeles withdrew power from 
Hoover Dam and transmitted the power from the Nevada area to Los 
Angeles. Nevada cannot recover the Hoover Dam power so with- 
drawn under the reclamation law preference. 

It simply belongs to the Bureau of Light and Power in Los An- 
geles—and to the ‘other purchasers of such power when withdrawn 
from the Nevada area under the provision of the reclamation law. 
The Hoover Dam and also Davis Dam, both located in the State of 
Nevada, supply the California area under the reclamation law. Cer- 
tain specified amounts are allotted under contract to power companies 
in California. Such power is not recoverable for Nevada customers by 
Nevada. 

It would simply be a sale of power under contract to Nevada under 
the reclamation law from Shasta or Folsom or any dams constructed 
by the Bureau of Reclamation in that area. 

It would involve the same amount of power which you are now 
delivering. 

It would increase in the future as you anticipate your load would 
increase under the conditions you are now delivering it. 

Would your policy include a wheeling contract over your existing 
lines connecting with the Sierra Pac ifie Power Co. of Nevada, at or 
near, the State line between California and Nevada? 

Mr. Buack. I do not know how I can answer that. Our present re- 
Jations with power distribution in Nevada are that we sell wholesale 
to the Sierra Pacific Power Co. at a point about 20 miles inside of 
the California-Nevada line. They operate along the border on both 
sides of the line and in and around Reno principally. 

Senator Maronr. As far east as Battle Mountain, Nev? 

Mr. Brack. I was speaking of the center of the load. 

Senator Martone. It is subject to serving their customers wherever 
they may be located, even if they extended farther east. 

Mr. Biack. We have nothing to do with the Nevada service except 
as I have outlined. You are envisioning a change in that relationship 
which would involve a direct contract with the Bureau of Reclama- 
tion, say, at Shasta for delivery through our system to a governmental 
agency in Nevada ? 

Senator Matonr. No,a delivery just exactly the same as you are now 
delivering it, but it would be the power that Nevada might withdraw 
under contract in the regular way. 

The Sierra Pacific Power Co. cannot withdraw power from Shasta 
Dam. 

It is not a preferred customer. The State of Nevada would be a pre- 
ferred customer. 

The situation would not change as far as the delivery is concerned, 
either in amount or time. It would simply be turned into a wheeling 
contract delivering to the Sierra Pacific Power Co., providing that was 
the agency indicated. It could be transferred to the company and 
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distributed by them through their distribution lines with no change 
except the power would belong in Nevada and the supply could not be 
decreased as it can be now through a shortage elsewhere. 

Senator Haypen. What you have in mind is something like the Ari- 
zona Power Authority. We created an authority in Arizona to pur- 
chase power from the Federal Government, Parker and Davis Dams. 
Then the State makes the contract with the Reclamation Service. 
Then the State, through that authority, allocates that power to the 
municipalities, to the water-users associations. ‘They work it out and 
divide it up. 

Was that your thought? 

Senator Matone. Mr. Chairman, you are exactly right. It is not 
complicated at all. My question is simply au matter of policy. I am 
perfectly familiar, and I think the senior Senator from Arizona is 
perfectly familiar with the contract that Pacific Gas & Electric has 
with the Sierra Pacific Power Co. in Reno. 

The Pacific Gas & Electric have a contract with the Sierra Pacific 
Power Co., that they will not purchase any power except from the 
Pacific Gas & Electric. That is one of the provisions of the contract. 

Mr. Buackx. Iam not sure. They generate some of their own power. 
I presume we would require a contract which would limit the pur- 
chases from us in addition to what they generate themselves. 

Senator Matone. It does prohibit purchases elsewhere. What was 
the date of the contract / 

Mr. Buiack. That was dated March 4, 1948, and expires December 
Ol, 1964. 

Senator Martone. Is there not a provision that if they require more 
power than the original contract calls for, it extends the contract. for 
another 15 years? 

Mr. Buack. I am not sure. 


POWER CONTRACT BETWEEN PACIFIC GAS & ELECTRIC CO, AND STERRA 
PACIFIC POWER CO, 


Senator Martone. [ask permission to have the contract made a part 
of the record, Mr. Chairman. 

Senator Haypen. Please do that. 

Mr. Buack. Yes, we will do that, Mr. Chairman. 

(The document referred to is as follows:) 


THIS AGREEMENT made by and between Paciric GAs AND ELectrIc COMPANY, a 
California corporation, hereinafter called Pacific, and Srerra Paciric Power 
CoMPANY, a2 Maine corporation, doing business in the State of California, here- 
inafter called Sierra, 

WITNESSETH that: 

WHEREAS Pacific owns and operates two 60-kv. circuits delivering power from 
its Drum and Spaulding generating plants, respectively, to Summit, all in Placer 
and Nevada Counties, State of California, each of said circuits having a capacity 
of 15,000 kw. and both of said circuits combined having a capacity of 30,000 kw, 
of electric energy for delivery to Sierra; which is sufficient to meet Sierra's 
present demands on Pacific of approximately 29,000 kw. ; and 

WHEREAS the parties hereto have heretofore entered into an agreement dated 
June 6, 1988, hereinafter called Former Contract, pursuant to which Pacific 
promised to sell and deliver to Sierra and Sierra promised to purchase and re- 
ceive from Pacific electric energy, during a period expiring November 1, 1953, 
for use in the conduct of Sierra’s utility electric business, and Sierra had the 
right to purchase power from other parties than Pacific subject to payment to 
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Pacific, in addition to a prescribed stand-by charge, of a sum of not less than 
$75,000.00 for each year during which such purchases might be made from other 
parties; and 

Wuereas the parties hereto desire to supersede said Former Contract by the 
agreement herein set forth. 

Now, THEREFORE, in consideration of the premises and of the respective promises 
of the parties hereto, they mutually agree as follows, to wit: 

1. Pacifie shall sell and deliver to Sierra and Sierra shall purchase and receive 
from Pacific all of the electric energy which Sierra shall, during the term hereof, 
require for resale to its customers and for use in the conduct of its electric busi- 
ness, except such electric energy as Sierra may generate in its existing electric 
generating plants, and such quantity of electric energy as Sierra now purchases 
or may hereafter purchase from others under minor stand-by and minor exchange 
agreements. 

2. All electric energy delivered and received hereunder shall be three-phase, 

sixty-cycle, alternating current, and shall be delivered and metered at a nominal 
electromotive force of approximately 60 kv. and 110 kv., siight variations in 
frequency to be allowed. Points of delivery and metering to be as hereinafter 
provided. 
3. All of such electric energy shall be sold and delivered to and purchased and 
paid for by Sierra in accordance with Pacifie’s applicable rules and regulations 
duly and regularly established from time to time by or under authority of law 
and on file with the Public Utilities Commission of the State of California. 

4. For all electric energy delivered hereunder, Sierra will pay Pacific in 
accordance with the following schedule of rates: 


Demand Charge: 
First 2,000 kw. of maximum demand $1,338.75 per month 
All excess kw. of maximum demand $0.34 per kw. per month 
plus 
Standby Charge: For not more than 4,000 kw. payable in equal monthly 
installments $30,000.00 per year 
plus 
Energy Charge: 
First 150 kwh. per kw. per month 6.79 miils per kwh. 
Next 150 kwh. per kw. per month 4.85 mills per kwh. 
All over 300 kwh. per kw. per month 3.88 mills per kwh. 
Except that for all energy furnished in excess of 8,000,000 kwh. per 
month, the above energy rates shall be reduced by 0.485 miles per kwh 
Minimum Charge: Applicable when the maximum demand in the current 
month or in the preceding 11 months has exceeded 25,000 kw. : $1.00 per 
month per kw. of such maximum demand 


Special Conditions 


(a) Demand.—The maximum demand in any month will be the average kw 
delivery of the 80-minute interval in which such delivery is greater than in 
any other 30-minute interval in the month. The maximum demand to be used 
in computing charges under the above rates will be the mean of the actual 
maximum so determined for the current month and the highest such demand 
occurring in the year ending with the current month. 

(b) Off Peak Demand—Demands occurring between 10:30 P.M. of one day 
and 6:30 A.M. of the next following day, and on Sundays and legal holidays, 
will be ignored in determining the demand used for computing charges. 

(c) Power Factor.—The total charge for any month as computed on the above 
rates will be decreased or increased, respectively, by 0.25% (0.2% if energy 
used in the month exceeded 8,000,000 kwh.) for each 1° that the average power 
factor of customer's load in that month was greater or less than 85°, such 
average power factor to be computed (to the nearest whole per cent) from the 
ratio of lagging kilovolt-ampere-hours to kilowatt-hours consumed in the month, 
provided, however, that no power factor correction will be made for any month 
when customer’s naximum demand was less than 10% of the highest in the pre- 
ceding eleven months, 

Sierra shall at all times so conduct its operations that the power factor at 
the time of peak loads each day at the point of delivery hereunder shall not 
be less than 95%. 
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5. The standby requirements of Sierra may at the option of either party 
hereto be reviewed and adjusted at the end of each successive three (3) year 
period during the term hereof. 

In the event that during any such three (3) year period it shall be demon- 
strated by actual experience that Sierra’s stand-by requirements exceed 4,000 
kilowatts, then such greater number of kilowatts shall be deemed to be the 
stand-by requirements of Sierra and the stand-by charge shall be increased pro- 
portionately until again adjusted, as provided in the preceding paragraph, to 
such lesser or greater number of kilowatts and stand-by charge as may be mu- 
tually agreed upon. 

6. Sierra shall upon receipt of bill therefor pay Pacific monthly at its office 
in San Francisco, California, for all electric energy delivered hereunder. 

7. Pacific shall, at its sole cost and expense, construct a three phase, 110-kv. 
pole and wire electric transmission line (hereinafter called first 110-kv. line) 
of a capacity of approximately 40,000 kw., extending from its Drum Power 
House to the said point of delivery at Summit, and shall endeavor to complete 
the same ready for operation by October 1, 149, or as soon thereafter as cir- 
cumstances permit, which first 110-kv. line shall at all times be and remain 
the sole property of Pacific. Inasmuch as it will be impracticable, on account 
of winter and other conditions existing at Summit, for Pacific to build, main- 
tain and operate a substation at Summit for the purpose of transforming said 
electric energy from 110 kv. to 60 kv. for delivery hereunder, after said first 
110-ky. line of Pacific shall have been constructed, it is therefore agreed that 
Sierra will, at its sole cost and expense, construct a three phase, 110-kKv. pole 
and wire electric transmission line, of approximately 40,000 kw. capacity (here- 
inafter called Sierra’s first 110-kv. line) extending from Summit to a substation 
to be constructed by Sierra at a convenient point within the State of California, 
and Sierra will also construct said substation (hereinafter called California 
Substation) with a eapacity of 40,000 kw. for the purpose of reducing from 
110 ky. to 60 kv. the voltage of the power to be transmitted over Sierra’s first 
110-ky. line. Sierra’s first 110-kv. line and California Substation shall at al! 
times be and remain the sole property of Sierra, and shall be operated and 
maintained by it. In consideration of the construction, operation and main- 
tenance by Sierra of Sierra's first 110-kv. line and California Substation, Pacific 
Will pay to Sierra each month, from the date said line and substation are placed 
in operation and for the remaining term of this agreement (however not to 
exceed a period of fifteen (15) years, a sum equal to Ye of annual costs of 
operation of said substation, plus jo of the annual fixed charges for interest, 
depreciation, maintenance and taxes, based on the installed cost of said sub- 
sttaion, The amount of said annual fixed charges for this purpose shall be 
deemed to be 100 of Sierras investment in said substation (estimated to be 
approximately $300,000.00), but in no event shall the combined yo of said 
costs of operation and of said fixed charges exceed $2,500.00 per month. 

8. If at any time during the term hereof Sierra shall require more power and 
electric energy than Pacific can supply reasonably through the said two exist- 
ing 60-kv. lines and Pacifie’s said first 110-kv. line, to be constructed by it here- 
under as aforesaid, then Pacific shall either construct, maintain and operate a 
second 110-kyv. transmission line to Summit, or convert one of said existing 60-kv. 
lines to 110 kv. (either of which lines, as shall be thus constructed or converted, 
shall hereinafter be designated second 110-kv. line), and Sierra will, correspond- 
ingly, either construct a second 110-kv. transmission line, or will convert to 
110 kv. one of Sierra’s existing 60-kv. lines, in order to receive the electric en- 
ergy which Pacifie will deliver from said second 110-kv. line to Sierra at Summit, 
provided that if such further construction or conversion of said second 110-ky. 
line is required of Pacific after January 1, 1950, Sierra will then extend the 
present contract for a period of fifteen (15) years from the date when said sec- 
ond 110-ky. line goes into service. In the event that further additions to the 
capacity of California Substation, or any other 110/60-kv. substation, are re- 
quired by reason of the construction of second 110-kv. line, said additions shall 
be constructed, operated, and maintained by Sierra without any additional com- 
pensation from Pacific. 

9. All electric energy purchased hereunder shall be delivered to Sierra at the 
point where Pacific’s lines contact those of Sierra at the location known as 
“Summit” in Placer County, California. All electric energy delivered hereunder 
from Pacific's existing two 60-kv. circuits to Sierra’s 60-kv. lines shall be metered 
at Summit, and all electric energy delivered hereunder from Pacific’s first 110-kv. 
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line, when constructed as hereinbefore provided, shall, for the mutual conven- 
ience of the parties hereto, be metered at 60 kv. at California Substation. If 
during the term hereof, Pacific shall be required, as hereinbefore provided, to 
construct a second 110-ky. line, then Pacific shall deliver and meter at 110 kv. 
at Summit such electric energy as is delivered by means of said second 110-ky. 
line. The readings of all meters referred to in this Section 9 shall be combined, 
and simultaneous demands shall be used, for billing purposes hereunder. 

10. Sierra, in the event of selling, leasing, or otherwise disposing of its busi- 
ness of selling electric energy, May assign this agreement to the lessee or pur- 
chaser thereof, provided such lessee or purchaser shall have assumed and cov- 
enanted to perform this agreement but otherwise Sierra shall not assign this 
agreement without Pacific’s written consent. 

11. This agreement shall be and remain in full force and effect until Decem- 
ber 31, 1964, or fifteen (15) years after the date when the first 110-kv. line goes 
into service, whichever is later, unless extended as herein provided, and this 
contract shall supersede said Former Contract. 

12. This agreement shall hecome elfective as of January 1, 1948, upon the 
procurement of an order by the Public Utilities Commission of the State of 
California authorizing the parties hereto to carry out the terms and conditions 
hereof. This agreement shall at all times be subject to such changes and/or 
modifications as said Commission may from time to time direct in the exercise of 
its jurisdiction. 

Time is of the essence of the respective provisions hereof. 

IN WITNESS WHEREoF the parties hereto have executed these presents in 
duplicate this 4th day of March, 1948. 

Srerra PactFic Power CoMPANY, 
By F. H. Tracey, Its President. 
And By H. P. Dayton, Its Assistant Secretary. 
PactFIC GAS AND ELECTRIC COMPANY, 
By N. R. SurHeRLAND, Its Vice President 
In Charge of Public Relations and Sales, 
And by RAayMonp KINDIG, Jts Secretary. 

Approved: 

JAMES D. WARD, 
Manager, Commercial Department. 

Approved as to form: 

P. E. SLOANE, Attorney. 


DISCUSSION OF CONTRACT FOR ALLOTMENT OF SHASTA DAM POWER 


Senator Martone. The contract between P. G. & E. and Sierra 
Pacific Power Co. contains a prevision you will find that no power 
will be purchased elsewhere by the Sierra Pacific Power Co., except the 
limited amount generated by the company. The power contract pro- 
hibits the Nevada Co. dealing with any other agency. 

The Sierra Pacific Power Co. gave the contract as a reason why 
they could not receive any power from our Colorado River Com- 
mission, the agency set up to withdraw power from Hoover Dam 
or, in fact, any such projec t, including the Shasta-Folsom dams under 
the “preferred customer” clause. Naturally the commission could not 
withdraw such power unless there is a market for it. Since the Sierra 
Pacific Power Co. own the transmission system and they have an 
iron-bound contract they cannot receive it from the Colorado River 
Commision it is easy to see that the State Commission is stymied 
unless they constructed a new transmission system or purchased the 
existing system, and no one including the junior Senator from Nevada 
is adv ating such a procedure. 

The situation then, created through the P. G. & E. contract, prevents 
a withdrawal of power from Shasta-Folsom Dams, by a preferred 
customer. Such withdrawal has been prevented through that very 
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contract and therefore the State of Nevada is prevented from re- 
ceiving power from a Government-financed project through a pre- 
ferred-customer contract a supply of power which cannot be dim- 
inished through demands outside the State. 

Mr. Black, is the power you furnish the Sierra Pacific Power Co. 
subject to your ability to deliver, subject to all your other customers, 
including California, on an even basis? 

Mr. Buack. It is the same. 

Senator Martone. If there is a shortage of power in California, all 
customers, including the Sierra Pacific Power Co. in Nevada, are 
treated alike in the delivery of power? The delivery of power to 
Nevada under the Sierra Pacifie contract would be diminished in a 
a vear affecting the total supply in the same manner as to your 

California customers. 

Mr. Buack. That is true, with the exception of three or four dump 
power users which we have... We have power which we sell to electrical 
and chemical industries at about half the regular price. We have 
the right to ask them to decrease their demands; in fact, to get off 
the lines entirely in case of emergencies in return for that concession. 

Senator Matonr. They are all in California ? 

Mr. Buack. Yes. 

Senator Matonr. They include a very small amount of your en- 
tire a 

Mr. Brack. Yes. They are large individual customers but as com- 
pared to the total they are not many. 

Senator Matonr. So the statement is approximately correct that 
the power delivered to the Sierra Pacific Power Co. in the case of a 
shortage over your entire system on account of drought or for other 
reasons, the Sierra Pacific Power Co. would be cut in proportion to 
your other customers, including those in California ? 

Mr. Brack. That is substantially correct. 

Senator Martone. The specific point Tam making is this: the differ- 
ence to the State of Nevada would be that if the State through its 
agent the Colorado River Commission withdrew the power up to, 
say, 90,000 kilowatts as they have a perfect right to do, there oa be 
no diminution of such power on account of a drought or increased 
use in areas outside of the State of Ne vada, 

Under the “preferred customer” withdrawal the State of Nevada 
would have a stable supply of power with neither the supply or the 
withdrawal price affected by conditions or demands in any other State 
or area, 

The Colorado River Commission of Nevada could withdraw such 
power under the “customer preference” clause” for the State, trans- 
ferring it to the Sierra Pacific Power Co. without profit to the State 
if the company were not prevented from receiving it by the Pacific Gas 
& Electric Co. contract dated March 4, 1948, 

Industry, to locate in Nevada needs, first, a dependable supply of 
power not subject to diminution by the demands of any outside area 
and second, a dependable long-range price. 

Through the base load of hydroelectric from the Shasta-Folsom 
dams area both the supply and the price would be dependable. Our 
withdrawal would be the same as Los Angeles, Calif., withdraws 
power from Hoover Dam for use in that State. 
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Nevada would = . ave a block of hydropower that would not be 
decreased in amount, or increased in price on account of demand from 
outside the State. 

It would not be subject to decrease simply because your other cus- 
tomers outside Nevada were decreased. 

The power so withdrawn would belong to the State of Nevada for 
use within the area. That is my point exactly. 

The withdrawal is prevented now by the contract between our local 
company in Nevada and the Pacific Gas & Electric Co. 


OTHER ALLOTMENT CONTRACTS 


Senator Haypen. The Arizona arrangement makes it so that the 
allotment of power from the Davis Dam and from the new generation 
put in at Boulder Dam will all go to the State because we have been 
allotted a certain amount. 

Senator MaALonE, You have been allotted 18 percent of firm power 
from Hoover, the same as Nevada. I secured the withdrawal for 
the two States when I was the engineer member and secretary of the 
Colorado River Commission and State Engineer of Nevada. 

Senator Haypen. My understanding the Nevada arrangement 1s 
that there had been an allotment which was now be ing used at least 
temporarily either by Los Angeles or the power company there. 

Senator Mavone. We have now applied for all of the power allotted 
to us from Hoover Dam. ‘The situation is the same as 1m your State; 
that is, you have a withdrawal privilege that you can withdraw the 
power and turn it back under certain specifications of time and 
amounts. The same conditions would obtain in the case of Shasta- 
Folsom power when withdrawn by Nevada, California people could 
use it, or any part of it until fully withdrawn. 

Senator Haypen. Do you think the contract that the Nevada Power 
Co. has with Mr. Black would prevent you ina case of that kind from 
substituting power generated at Boulder Dam or Davis Dam or any- 
where else? In other words, carry it from another source up into 
Nevada ?¢ 

Maybe Mr. Black would be glad to give up the customer. 


SALE OF CENTRAL VALLEY PROJECT POWER TO COLORADO RIVER COM MISSION 
OF NEVADA 


Senator Martone. We have no idea of transferring Hoover Dam 
power into northern Nevada except there might finally be a connec- 
tion between our Sierra Pacific Power Co. through the northern and 

eastern part of the State with Piochi or Ely connecting with Hoover 
Dam power and making a complete circuit. 

The point now is that we have the same right of a “preference cus- 
tomer” to withdraw power from the Shasta-Folsom sources as Las 
Angeles had to withdraw power from Hoover Dam—but we are pre- 
vented from such action by the P. G. & E. contract with the Sierra 
Pacific Power Co. The only thing is we cannot withdraw it unless 
we have a market for it. There is no market except that covered by 
the Sierra Pacific Power Co, transmission lines. They have a 15-year 
contract with P.G. & E. The contract forbids purchase of any power 
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except from P.G.& E. And in addition the first time they asked for 
more power it extends the contract for 15 years 

I wanted to know the attitude of the Pacific Gas & Electric Co. pro- 
viding the Colorado River Commission signed the contract with the 
Bureau of Reclamation withdrawing such power under the “customer 
preference.” Under that contract the State would have no responsi- 
bility for payment to the Government until such time as it transferred 
it to the company or an agency for distribution. 

No one wants the power distributed by any agency but the Sierra. 
Pacific Power Co., which owns the transmission system—but the 
power consumers cannot become “preference customers” except 
through State withdrawal. 

What is the attitude of the P. G. & E. in that event? That is the 
purpose of the question. What is the attitude of the P. G. & E. in 
regard to wheeling any power that our State might withdraw. under a 
regular Sree! _ arge, whatever charge the Bureau of Reclama- 
ation and the P. G. & E. might agree upon to wheel the power to the 
end of your line a the same as you are wheeling it now to connect 
with the Sierra Pacific Power Co. transmission lines? 

Mr. Brack. That opens up a great many problems. I am not pre- 
pared to make any positive statement on that. 

Senator Martone. There is only one problem as far as the State of 
Nevada is concerned, and that is a stable, dependable supply of power 
that cannot be taken away or diminished through demands from an 
area in another State. 

Again I want to say I think you have done a marvelous job in 
handling your company. I think it is a good company. It is very 
efficiently run. 

I am somewhat responsible for the available Central Valley power 
supply, having been a consulting engineer on the project; I know 
something about it. 

I am interested in establishing conditions favorable to small in- 
dustries in my State so we might look forward to a supply of power 
that would not be subject to a shortage of water in California. 

What is the policy of your company in that regard ? 

Mr. Brack. I do not think I would care to make a statement at this 
time. It is too big a problem. There are too many matters involved. 
It would require a great deal of thought. 

Senator Martone. Would your attitude be you would be willing to 
discuss such a contract with the Bureau ? 

Mr. Buack. We are willing to discuss anything. 

Senator Maton. Mr. Chairman I submit a copy of the “customer 
preference” contract offered the Colorado River Commission, repre- 
senting the State of Nevada. 

(The contract is as follows :) 

DEPARTMENT OF THE INTERIOR, 


BuREAU OF RECLAMATION, 
Washington, D. C., July 7, 1949. 
Hon. GrorceE W. MALONE, 
United States Senate. 

My Drar Senator Martone: I am pleased to inform you that on June 24, 1949, 
our regional office in Sacramento, Calif., submitted a draft of contract for the 
sale of Central Valley project power to the Colorado River Commission of Nevada 
for their review. There is enclosed herewith for your information a copy of the 
proposed contract as submitted to the Commission. 
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I assure you that we will continue in our efforts to reach an agreement with the 
Commission in this contract negotiation. If you have any questions we shall 
be glad to have your inquiry. 

Sincerely yours, 
Wesley R. NELSON, 
Acting Commissioner. 


DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, 
CENTRAL VALLEY PROJECT 


CONTRACT FOR ExLectric Service To CoLtorapo River COMMISSION OF NEVADA 


1. THIs contTract, made this _-__ day of , 19__, in pursuance of the 
Act of Congress approved June 17, 1902 (32 Stat. 388) and acts amendatory 
thereof or supplementary thereto and particularly pursuant to the Acts of Con- 
gress approved August 26, 1987 (50 Stat. 844, 850), entitled “An Act authorizing 
the construction, repair and preservation of certain public works on rivers and 
harbors, and for other purposes,” as amended, and August 4, 1959 (535 Stat. 
1187) entitled “Reclamation Project Act, 1939” all collectively herein styled the 
Federal Reclamation Law, between THe UNITED STATES OF AMERICA, hereinafter 
called the United States, represented by the officer executing this contract, his 
duly appointed successor, or his duly authorized representative, hereinafter called 
the contracting officer, and the CoLorapo River COMMISSION OF NEVADA, a public 
body duly organized, created, and existing under and by virtue of the laws of the 
State of Nevada, acting herein for and on its own behalf and for and on behaif 
of the State of Nevada, hereinafter called the Commission, its successors and 
assigns: 

WITNESSETH : 

2. WHEREAS the Commission has made application by letter of June 4, 1947, 
to the United States for 90,000 kilowatts of electric power from Shasta Dam 
Power Plant for future delivery in northern Nevada; and 

WueEkeAs the United States is willing to furnish such electric power to the 
Commission in accordance with the terms of this contract when the facilities re- 
quired for the furnishing of electric service hereunder have been completed ; 

NOW, THEREFORE, in consideration of the mutual covenants herein set forth, 
the parties hereto agree as follows: 


ELECTRIC SERVICE TO BE FURNISHED 


3. (a) The United States, under the terms and conditions stipulated herein, 
will furnish electric service to the Commission from and after the date of 
initial service as hereinafter defined, at a point or points to be agreed upon 
by the parties hereto; Provided, That electric service shall not be furnished 
hereunder except upon and after a request in writing by the Colorado River 
Commission for such service and the submission by the Commission of evidence 
satisfactory to the contracting officer that the Commission has binding con- 
tracts covering the resale of the power and energy herein contracted for. 

(b) The electric energy involved hereunder will be delivered as three-phase, 
alternating current, at a nominal frequency of sixty (60) cycles per second, and 
at a nominal delivery voltage to be agreed upon by the parties hereto. The 
electric energy will be so delivered in amounts which the Commission may 
from time to time require up to a maximum rate of delivery, hereinafter called 
the initial contract rate of delivery, of not more than fifty thousand (50,000) 
kilowatts: Provided, That, if power therefor is available, as conclusively de- 
termined by the contracting officer, said initial contract rate of delivery may be 
increased at any time, by not to exceed an ultimate total of forty thousand 
(40,000) kilowatts, by the filing of a request therefor by the Commission with 
the contracting officer and subsequent approval thereof by the contracting 
officer. Said increased contract rate of delivery shall not become effective until 
thirty (80) days after the date of its approval by the contracting officer. The 
Commission may from time to time, in the absence of objection by the con- 
tracting officer, use energy at rates greater than the contract rate of delivery in 
effect, but such greater use shall not be deemed to establish in the Com- 
mission any right thereto and the Commission shall cease any such greater use 
whenever and for the periods of time requested by the contracting officer: Pro- 
vided further, That when, as conclusively determined by the contracting officer, 
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there is an insuflicient supply of energy available to permit the Commission's 
subcontractors to take energy at the highest desirable load factor, the con- 
tracting officer shall have the right to restrict the delivery of energy to any 
such subcontractor to an amount which will not exceed the normal average load 
factor of such subcontractor applied to the rate of delivery specified in its con- 
tract with the Commission, 

(c) The electric service will be furnished continuously except (1) for inter- 
ruptions or reductions due to uncontrollable forces, as herein defined, and (2) 
for temporary interruptions or reductions which, in the opinion of the contract- 
ing officer, are necessary or desirable for the purpose of maintenance, repairs, 
replacements, installation of equipment, or investigation and inspection: Pro- 
vided, That the United States, except in case of emergency as determined by 
the contracting officer, will give the Commission reasonable advance notice of 
such temporary interruptions or reductions and will remove the cause thereof 
with diligence. 


SCHEDULE OF RATES 


1. Beginning with the date of initial service as hereinafter defined and except 
as specified in other articles of this contract, the Commission shall pay for the 
electric service furnished hereunder at rates, charges, and upon conditions as 
follows: 

(a) For power and energy metered at each delivery point, separately billed 
in accordance with schedule R2-F1 which is attached hereto and made a part 
hereof. 

(b) For a fractional part of a billing period at the beginning or end of service 
at any delivery point hereunder, the demand charge, the kilowatt-hour blocks of 
the energy charge, and the minimum charge shall each be proportionately ad- 
justed in the ratio that the number of hours that electric service is furnished 
to the Commission at that delivery point in such fractional billing period bears 
to the total number of hours in the billing period involved. 

(c) Should the delivery of electric energy be interrupted or reduced at any 
delivery point, because of conditions on the power system of the United States, 
below the contract rate of delivery then applicable at that delivery point or 
below the rate of delivery required at that delivery point by the Commission at 
the time of such reduction, whichever is the lesser, for a period or periods of 
ene (1) hour or longer in duration each, the total number of hours of curtailed 
service in any billing period shall be determined by adding the sum of the num- 
ber of hours of interrupted service to the product of the number of hours of re- 
duced service multiplied by the percentage of said reduction below said contract 
rate of delivery or below the rate of delivery required by the Commission at the 
time of such reduction, whichever is the lesser. The demand charge, the kilo- 
watt-hour blocks of the energy charge, and the minimum charge shall each. be 
proportionately adjusted in the ratio that the total number of hours of such 
curtailed service as herein determined bears to the total number of hours in 
the billing perid involved. The Commission shall make written claim, within 
thirty (30) days after receiving the monthly bill, for reduction on account of 
any curtailment to service, for a period or periods of one (1) hour or longer in 
duration each, alleged to have occurred and which is not reflected in such bill. 
Failure to make such written claim within said thirty (30) day period shall 
constitute a waiver thereof. All curtailments to service, for any reason what- 
soever, which are due to conditions on the power system of the United States, 
shall be subject to the provisions of this section (¢) and the Commission shall 
be limited in its remedy therefor to the relief granted by this section (¢). 


RESALE OF ELECTRIC ENERGY 


5. (a) With respect to the resale of electric energy it is recognized that the 
Commission does not how propose to operate an electrical transmission or dis- 
tribution system itself, but that delivery via systems of private and public agen- 
cies hereinafter called its subcontractors will be made to the ultimate con- 
sumers, The Commission agrees that it will give preference in its resale of power 
contracted for hereunder to public agencies and cooperatives in accordance with 
the provisions of Federal Reclamation Law and will limit the margin between 
the cost of power under the terms of this contract and the resale price to its 
subcontractors to n more than a reasonable amount to cover the Commission's 
costs of handling the transactions involved. The Commission further agrees 
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that, to the limit of its legal authority, in its Contractual ar rangements With its 
subcontractors, it will] include such Provisions as the cont ‘acting officer may re- 
quest to insure the following : 

(i) That Preference in resale of the power contracted for hereunder will 
be given to publie 4gencies and COoperatives jn accordance With the proyi- 
Sions of Federa] Reclamation Law, 

(ii) That ©onveyance of power contracted for hereunder Will be made, 
where facilities and equipment capacities Permit, on a Satisfactory exchang: 
or other reimbursement basis, by Subcontractors to ~publie 4fencies and eo. 
Operatives for resale and to Federal] “sencies for consumptive use, upon 
request of such agencies and Cooperatives, 

(iii) That any and all Savings accruing to Subcontractors 4S a result of 
delivery to them of power Contracted for hereunder Shall be Passed on to 
the ultimate consumers of that power in the form of rate reductions. 

(iv) That rates charged by’ subcontractors Shall not be discriminatory 
between Classes of Customers or between Customers jn the same Class, 

Provisions (iii) and (iv) are recognized as Subject to the regulation exercised 
by any State, Federal, or other regulatory body having Juridiction Over the re. 
spective subcontractors. 

(b) The Commission agrees to Submit the Proposed contracts, between itself 
and its Subcontractors. to the Contracting Officer for review With respect to the 
point, time, and rate of delivery of Power and energy contracted for hereunder 
nd probable energy requirements. The Commission further agrees that no 
Such Contracs Will be entered into either before or without “Pproval of the con- 
tracting Officer, 

(Cc) The Commission agrees to furnish monthly reports of disposition and 
sale of the energy contracted for hereunder, both by itself and by its subcon- 
tractors, itemized in accordance With the Federal] Power Commission Uniform 
System of Accounts or other Standard Systems “acceptable to the Contracting 
offi er. 

(d) The United States shal] not be obligated to furnish or continue to furnish 
electric Service to the Commission unless the Commission complies fully with 
the terms of this article at al times. The United States Shall haye the right 
fo discontinye POWer service at any delivery Point if and When the Commission 
subcontractor Which receives energy at that Point fails or refuses to comply 
With one or more of the above-mentioned Provisions that are included in its 
contract with the Commission, Whether or not the Commission has requested 
such discontinuance. and either With or Without the Commission's approval. 
The United States Shall give Notice not less than thirty (30) days in advance 
of the date of such discontinuance. in Writing to both the Commission and the 
subcontractor affected. Setting forth the reasons for the action. However. non- 
compliance by one subcontractor Shall not Preclude deliveries of power to another 
snbeontractor Which has complied With all] Provisions of its contract, 


MODIFTIE¢ \TION O; RATES 


6, Should the United States, during the term of this contract, modify the 
rates for furnishing electric Service from the project, under terms and condi- 
tions Similar to those under which electric Service js furnished hereunder. as 
conclusively determined by the contracting Officer, jt Will Promptly Notify the 
Commission thereof. The Commission May, if it so elects, receive the advan- 
lage of such Modified rates, effective as of the date the rates were so modified 
by the United States, The Commission Shall be deemed to have elected to take 
advantage of the modified rates if it does not advise the contracting Officer in 
VTiting to the contrary within Sixty (60) days after the date of Such modifi- 
Cation, 


BILLING AND PAYMENTS 


v. The United States wil) Submit bills to the Commission OD or before the 
fenth day of each month for electric service furnished hereunder during the 
Preceding month, and Payments wil] be due and payable by the Commission 
On the first day of the month immediately succeeding the date each bill is sub 
mitted, If the Commission fails to Day any when due, (a) an interest Charge of 
one percent (16, ) of the tmount unpaid Shall be added thereto as liquidated 
damages, and thereafter, as further liquidateg damages, an additional interest 
charge of one-half of one percent ( 16%) of the Principal Sum unpaid Shall he 
added on the first day of each Succeeding calendar month until the «mount due, 
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including interest, is paid in full, and (b) the United States shall have the right 
to discontinue furnishing electric service to the Commission and any or all of 
its subcontractors, but only after fifteen (15) days’ advance written notice of 
nonpayment of bills, and to refuse to resume same so long as any part of said 
amount due remains unpaid. Such a discontinuance of electric service will not 
relieve the Commission of liablity for the minimum charge during the time said 
electric is so discontinued. If any of the meter tests provided for herein dis 
close that the error of any meter or meters exceeds two percent (2%), correc 
tion based upon the inaccuracy found shall be made of the records of electric 
service furnished since the beginning of the monthly billing period immediately 
preceding the billing period during which the test was made; Provided, Thai 
no correction shall be made for a longer period than such inaccuracy may be 
determined to have existed. Any correction in billing resulting from such cor 
rection in meter records shall be made in the next monthly bill rendered by the 
United States to the Commission, and such correction when made shall con 
stitute full adjustment of any claim between the parties hereto arising out of 
such inaccuracy of meters. The rights given herein to the United States shall 
be in addition to all other remedies available to the United States, either at law 
or equity, for the breach of any of the provisions hereof. 


MEASUREMENT OF ELECTRIC POWER AND ENERGY 


S. The electric power and energy delivered hereunder to the Commission will 
be measured at each point of delivery as specilied herein by metering equipment 
to be furnished and maintained by the United States. The meter or meters 
shall be sealed and the seals shall be broken only upon occasions when the meter 
or meters are to be inspected, tested, or adjusted, and representatives of the 
Commission shall be afforded reasonable opportunity to be present upon such 
oceasions. The meter or meters shall be tested at least once each year and at 
nny reasonable time upon request therefor by either party hereto. . Any meter- 
ing equipment found to be defective or inaccurate shall be repaired and read 
justed or replaced. Should the meter or meters fail to register, the electric 
power and energy delivered hereunder during such period of failure to register 
shall, for billing purposes, be estimated from the best information available. 


POWER FACTOR 


%. The United States will not be required to deliver power and energy at any 
point ata power factor less than ninety percent (90°) lagging: Provided, That 
delivery at a lower power factor will be made when conditions are such, as 
determined by the contracting officer, that such lower power factor will not 
prevent the United States from making full use of its available generating 
and transmission facilities. 


TERM OF CONTRACT 


10. (a) This contract shall become effective and shall remain in effect 
until midnight of 19._; Provided, That if the facilities necessary to 
provide service hereunder are not under construction within three (3) years 
after the effective date hereof, this contract shall become null and void and be 
of no further force and effect. 

(b) The date of initial service hereunder hereby is defined as the date upon 
which the United States is ready to furnish and the Commission is ready to 
receive electric service hereunder, subject to the following conditions: 

(i) Whenever the necessary materials, labor, and funds are available to 
permit the United States to construct the facilities required for the furnish 
ing of electric service hereunder, or whenever the United States is able to 
obtain the use of such facilites, as conclusively determined by the contract 
ing officer, and whenever a request for service has been received from the 
Commission as provided in Article 3 (a) hereof, the Commission shall be 
notified in writing of the estimated date the United States will be ready to 
furnish service. 

(ii) Within ninety (90) days after the date of said notice to the Commis 
sion, the Commission shall notify the contracting officer in writing of the 
estimated date upon which the Commission will be ready to receive electric 
service hereunder. 
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(iii) If the Commission is not ready to receive service by a date within 
one hundred and twenty (120) days following the date which the Commis 
sion estimated, in accordance with the terms of subdivision (ii) of this 
article, that it would be ready to receive service or upon the date which 
the United States is ready to furnish service, whichever date is later, then 
electrie service hereunder shall be deemed to commence on whichever of 
said dates is the later, and the minimum charge provided herein shall be 
applicable thereafter. 

(iv) In the event the Commission fails to notify the contracting oflicer, 
in accordance with the terms of subdivision (ii) of this article, of the 
estimated date upon which the Commission will be ready to receive electric 
service, the United States, at its option, may terminate this contract at 
any time thereafter by written notice thereof to the Commission, 

(v) Anything in this contract to the contrary notwithstanding, the United 
States shall not be obligated to furnish electric service to the Commission 
hereunder unless and until the construction by the United States of the facil- 
ities required for the furnishing of said electric service has been completed, 
or the use of such facilities hus been obtained, as conclusively determined 
by the contracting officer. 


LIABILITY 


11. The Commission, its subcontractors, its officers, agents, and employees, 
or any of them, shall not be liable for any claim for injuries or damages arising 
from the construction, operation, and maintenance of the facilities of the United 
States under this contract, unless such claim shall arise out of or result from 
their negligent act or acts. The United States, its officers, agents, and em 
ployees, or any of them, shall not be liable for any claims, demands, costs, 
losses, causes of action, damages, or liability of whatsoever kind or nature, 
arising out of or resulting from the construction, operation, and maintenance of 
the facilities of the Commission or its subcontractors under this contract. 


TRANSFER OF INTEREST IN ( TRAC 


12. No voluntary transfer of this contract or of the rights of the Commission 
hereunder shail be made without the written approva! of the Secretary of the 
Interior, and any successor or assignee of the rights of the Commission, whether 
by voluntary transfer, judicial sale, foreclosure sale. or otherwise, shall be 
subject to all the provisions and conditions of this contract to the same extent 
as though such successor or assignee were the original contractor hereinunder 
Provided, That the execution of a mortgage or trust deed, or judicial or fore 
closure sales made thereunder, shall not be deemed voluntary transfers withi 
the meaning of this article. 


UNCONTROLLABLE FORCES 


13. Neither party shall be considered to be in default in respect to any obliga 
tion hereunder, if prevented from fulfilling such obligation by reason of uncon 
trollable forces, the term uncontrollable forces being deemed for the purposes of 
this contract to mean any cause beyond the control of the party affected, includ 
ing, but not limited to, inadequacy of water for the generation of the electric 
power and energy herein contracted for as conclusively determined by the con- 
tracting officer, failure of facilities, flood, earthquake, storm, lightning, tire, 
epidemic, war, riot, civil disturbance, labor disturbance, sabotage, and restraint 
by court or public authority, which by exercise of due diligence and foresight 
such party could not reasonably have been expected to avoid. Either party 
rendered unable to fulfill any obligation by reason of uncontrollable forces shall 
exercise due diligence to remove such inability with all reasonable dispatch. 


WAIVERS 
14. Any waiver at any time by either party hereto of its rights with respect to 
a default or any other matter arising in connection with this contract shall not 
be deemed to be a waiver with respect to any subsequent default or matter. 
NOTICES 


15. Any notice, demand or request required or authorized by this contract shall 
be deemed properly given if mailed, postage prepuid, to the Regional Director, 
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Bureau of Reclamation, P. O. Box 2511, Sacramento 10, California, on behalf 
of the United States, except where otherwise herein specifically provided, and to 
on behalf of the Commission.The designation of the person to be notified or the 
address of such person may be changed at any time by similar notice. 


CONTINGENT UPON APPROPRIATIONS 


16. Where the operations of this contract extend beyond the current fiscal 
year, the contract is made contingent upon Congress making the necessary appro- 
priation for expenditures hereunder after such current year shall have expired. 
In case such appropriation as may be necessary to carry out this contract is not 
made, the Commission hereby releases the United States from all liability due 
to the failure of Congress to make such appropriation. 


OFFICIALS NOT TO BENEFIT 


17. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 

IN WITNESS WHEREOF, the parties hereto have caused this contract to be 
executed the day and year first above written. 

THE UNITED STATES OF AMERICA, 
By. 
Title 


CoLorADO RivER COMMISSION OF NEVADA, 
By- 
Title 


RATIFIED AND APPROVED: 
GOVERNOR OF THE STATE OF NEVADA, 
Attest: 


Schedule R2-F1 
DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
Region II 
CENTRAL VALLEY PROJECT, CALIFORNIA 
INTERIM SCHEDULE OF RATES FOR WHOLESALE FIRM POWER SERVICE 


Effective-—March 6, 1945. 

{vailabic.—In the area served by the Central Valley Project. 

i pplicable.—To wholesale power customers for light and power service sup- 
plied through one meter at one point of delivery. Not applicable to stand-by 
or auxiliary service or to the sale of dump energy. 

Character and Conditions of Service—Alternating current, sixty cycles, three- 
phase, normally delivered and metered at the low-voltage side of substation. 

Monthly Rate.— 


Demand Charge: $0.75 per kilowatt of billing demand. 
Energy Charge: First 130 kilowatt-hours per kilowatt of billing demand at 
4 mills per kilowatt-hour. 


Next 130 kilowatt-hours per kilowatt of billing demand at 3 mills per 
kilowatt-hour., 


Balance of energy used each month at 2 mills per kilowatt-hour, 


Vinimum Bill.—$1.00 per month per kilowatt of the larger of: (a) Billing de 
mand for the current month. (b) Contract rate of delivery. (c) 75 percent of 
the highest billing demand for the preceding eleven months exclusive of irriga 
tion and drainage pumping loads. 

Billing Demand.—The billing demand will be the highest 30-minute integrated 
demand measured during the month. 
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Ajustments.—For character and conditions of service: If delivery is made at 
transmission voltage of 33,000 volts or higher so that the United States is re- 
lieved of substation costs, the total bill as computed at the above rates will be 
subject to a discount of 5 percent. 

For transformer losses: If delivery is made at the high-voltage side of the 
customer substation but metered at the low-voltage side, the meter readings 
will be increased 2 percent to compensate for transformer losses, 

For power factor: None. The customer will normally be required to maintain 
a power factor at the point of delivery of not less than 90 percent lagging. 


Senator Haypen. Thank you, gentlemen. 
The next witness will be Mr. McKay. 


BUREAU OF INDIAN AFFAIRS 
HEALTH AND WELFARE 


STATEMENT OF RAYMOND C. McKAY, M. D., CITY HOSPITAL, CLEVE- 
LAND, OHIO, REPRESENTING NATIONAL COMMITTEE ON INDIAN 
HEALTH ASSOCIATION ON AMERICAN INDIAN AFFAIRS, INC., 
NEW YORK, N. Y. 


IMPROVEMENT OF INDIAN MEDICAL SERVICES 


Senator Haypen. You have a prepared statement, Doctor, and you 
may put it in the record and then highlight it if you would like. 

Dr. McKay. Yes. I can read the statement in 10 minutes if 
necessary. 

Senator Hayprn. I think, to save time, you might just as well insert 
it and then highlight it. 

(The statement referred to is as follows:) 


STATEMENT SUBMITTED BY RAYMOND C. McKay, M. D., Ciry Hospirar, CLEVELAND, 
OHIO, FOR THE NATIONAL COMMITTEE ON INDIAN HEALTH ASSOCIATION ON AMERI- 
CAN INDIAN AFFAIRS, INC., New York, N. Y. 


INDIAN HEALTH NEEDS AND SERVICES 


In the United States and Alaska there are 400,000 Indians who are presumed to 
be living under the “protective” custody of the United States Government. They 
are mainly concentrated in large and small groups on reservations. Because of 
favorable constitutional factors which have never been illuminated by scientific 
study, these Indians are relatively free of cancer, diabetes, and the group of 
heart, brain, and kidney disorders resulting from arteriosclerosis which today 
comprise the major health problems of the white race. Conversely, the Indian 
groups constitutes cesspools of infectious diseases which not only decimate their 
own ranks but function as reservoirs from which these diseases are disseminated 
into the adjacent white populations. The major facts are well established and 
do not appear to be the subject of controversy. They have been publicized repeat- 
edly in recent years, both in medical journals and in popular magazines. 

A few figures which illustrate the nature and magnitude of the problem are 
herewith quoted. The tuberculosis death rate of all the Indians is at least six 
times that of the general population of the United States. In certain of the worst 
spots, such as Alaska and the Navajo Reservations in Arizona, conservatively esti- 
mated ratios are to 14:1 and 10:1 respectively. Because of their geographical 
association with the Indians, the Alaskan white population has a tuberculosis 
death rate which is double that of the general population of the United States. 
In one Alaskan Indian school, in 1945, the six graduates were the survivors of 
an entering class of 30. Most of the others had died of tuberculosis. Pneu- 
monia death rates run five and six times higher among the Indians than in the 
United States. The enteritis death rate among the Navajo and Papago children in 
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Arizona is 20 times that of white children in the United States. In Montana it 
is 10 times that of white children. Venereal diseases rates are known to be 
excessively high, although accurate figures are not available. In some tribes, 
one-fourth to one-half of the school children have impaired vision resulting from 
the sears of preventable eye infections. In others trachoma still needlessly pre- 
vails. Typhoid fever has become a rare disease in the general population of 
the United States, but it is less rare among the Indians in the ratio of 4 to 1. 

These communicable diseases ure largely unnecessary. Modern medical 
science provides the knowledge needed for their complete elimination or prac 
tical contrel at a low level of incidence. Such control would release for other 
purposes, about 40 percent of the total hospital beds occupied by Indians in 


recent vears It would extend to the Indians the same opportunities for good 
health which are now enjoyed by all other American citizens It would make 
possible with greater safety the association of Indians with white populations. 
I San essential first step the gradual assimilation of substantial numbers 

f Indians into the general economic life of the Nation a development which many 
serious students believe to be prereqnisite to any ultimate solution of the Indian 
problem, Thus, the argun if yr rhe col ] f infectious diseases among the 
Indians, rests primarily upon considerations of our own self-interest, and only 
secondarily upon such motives as human sympathy and social conscience, 

The most important single problem of Indian health, and the one with whicis 
this witness possesses the greatest first-hand familiarity, is that of tuberculosis. 
Che basie principles of tubercu! s eonti nre well established. The virtual 
limination of tuberculosis from any given community, white or Indian, can be 

complished with a very few yveurs by the institution of a properly organized 
program, implemented by adequate financial resources. The essence of the pr 
grain is the discovery of every case by means of the modern miniature X-ray 
tilm technique, close supervision of noninfectious cases, and hospital treatment 
of the infectious cases until they are no longer infectious. The two basie ele- 
ments of such a program, are the field organization and the hospital unit. In- 
adequacy of either element can seriously impair the function of the other. Indian 
Service budgets of recent years have been grossly inadequate fer both elements, 
but especially so for the field organizations. 

The concept that inferior native resistance to the disease handicaps efforts 
© contrel it, are now known to be entirely tallacious rhere are, however, cer- 
tain circumstances inherent in the geography of Indian reservations whieh, add 

the difficulties of tubercu s mtr ind which can be overcome only by 
specific provisions over and above those which would be required in comparable 
white population groups Med land nursing personnel of sufficient quantity 
juality to do the job, can never be induced to accept employment under 
existing conditions of social and professional isolation. Solution of the medical 
ob } equres that urure expansior if hospital facjliti be j the directon 
of.ers 2 few large medical centers, the lareer the better, having educational 

d consultation services provided by contract with the nearest medical schools. 
Chis principle has been applied with brilliant success by the medica] and sur- 


gical division of the Veterans’ Adiministration, which for 25 years wallowed in 
mediocrity and has now, within 5 years, achieved an enviable professional and 
ific status. In the case of the Navajo reservation, and probably in other 
instances, this would require air transportation between the Indian medical 
eenter and the medical school, regardless of whether the medical center should 
be located on the reservation on in one of the neighboring small cities. The 
nursing problem also Mas one obvious solution in sight. It is to expand edu- 
cational facilities among the Indians to provide high-school graduates to fill the 
nurses training schools which should be established for Indian girls sufficient 
to meet the needs. This solution is not only socially desirabie, but is necessi 
tated by the Nation-wide shortage of nurses in all categories waich has existed 
for the past 10 years, and also by the fact that tuberculosis hospitals throughout 
the Nation, however fortunately situated, have never been able to obtain adequate 
staffs of graduate nurses, even during the depression of the thirties. 

In recent years, the appropriations for the medical services of the Bureau of 
Indian Affairs, have done little more than meet the increased operating costs 
imposed by inflation, and have permitted no substantial improvement in the 
services given. This policy, if continued, will merely prolong the existing stale- 
mate in the fight against the infectious diseases of the Indians, and will increase 
the total sums which will eventually have to be spent in their conquest. The 
National Committee on Indian Health, which this witness has the honor to 
represent, respectfully makes the following recommendations: 


scent 
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(1) More generous appropriation of funds for medical services to permit some 
degree of progress rather than a continued stalemate. There are urgent specific 
needs for such things as heusing for medical and nursing personnel, equipment 
for laboratories, kitchens, and operating rooms, additional personnel for field 
services, and replacement of the hospital in the Papago area of Arizona which 
Was destroyed by fire, in addition to a general expansion of the entire medical 
program, 

(2) Provision to permit employment of professional personnel without the 
existing civil-service salary restrictions. 

(3) A change in the line of authority to place all medical services of a given 
agency under the supervision of the chief medical officer of the agency, who shall 
be responsible to the Director of Health in Washington, and through him, to 
the Conimissioner of Indian Affairs. The medical service should have complete 
coutvol of its own personnel and budget in order ot provide intelligent planning, 
uniformity of policy, and authority commensurate with responsibility. Three 
times in the past 4 yeurs, medical teams representing the American Medical 
Association, have investigated the 


problems of Indian health in specific areas, 
and all three groups of investigators have made this recommendation 


PREVENTION OF DISEASES AMONG INDIANS 


Dr. McKay. I feel apologetic in coming from Ohio where there 
are no Indians and talking to you gentlemen who know a great deal! 
more than I do about Indians. I know a few things about Indian 
health. The Indians are conspicuously free of certain diseases which 
constitute the m: ujor health problems of the white race, such as cancer 
and the various diseases resulting from arterio-sclerosis, but the In- 
dian reservations are cesspools of infectious diseases which not only 
decimate their own ranks but spread into adjacent white popul: itions. 
lor example, tuberculosis death rate of all the Indians is at least 
six times that of the general population of the United States. On the 
Navajo Reservation, it is 10 times. In Alaska, it is four times. The 
Alaska white population has a tuberculosis death rate double that of 
the general population of the United States. Similar facts could 
be quoted at considerable length. 

The facts are well established, and probably they are familiar to all 
of you. 

My chief point is that these communicable diseases are entirely or 
largely unnecessary. 

Senator Haypen. I understood the tuberculosis rate among the 
white people of the United States has been very materially reduced 
in the last 20 or 30 years; is that correct ? 

Dr. McKay. That is entirely correct. In 1900, the tuberculosis 
rate in the entire United States was about 200 per 100,000, It is now 
down about 36, one-sixth. 

In the Indian population in general it is still up where the entire 
country was 50 years ago. 

Senator Haypen. In other words, the Federal Government has not 
taken the necessary steps that would reduce that rate. 

I was told many years ago that one of the things that we had 
to reduce was the rate of tuberculosis among the Indians in Arizona, 
and they have since gotten them to eat off tables instead of off the floors. 
Now you do not find Indians eating off the floor any more. 

Dr. McKay. That, undoubtedly, has something to do with it. The 
main fact is the Indians do not have inferior 1 sistance to the diseases. 
That is not the cause for the great prevalence of disease. It is en- 
tirely feasible to eradicate it from the Indian population. ‘Tubercu- 
losis is quite unnecessary anywhere. 
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Senator Haypen. I want to say to you this committee is very fami- 
liar with the deplorable situation in Alaska. I think we have been 
more sympathetic on this end of the Capitol than on the other end. 
If you have some specific recommendations to make as to what we 
should do, that is the thing we would like. You do not have to lay a 
background. We understand that. 

Dr. McKay. You understand not only tuberculosis but the other 
communicable diseases are things we need not put up with. We have 
the necessary medical know ledge to eliminate them. My own famil- 
larity with this problem is from a medical side. 

I know nothing about the appropriation figures of the specific 
details of finances. 

The general conclusions which our committee recommends are these : 

More generous appropriation of funds for medical services to per- 
mit some degree of progress rather than a continued stalemate, which 
has existed for a number of years. There are urgent specific needs 
for such things as housing for medical and nursing personnel, equip- 
ment laboratories, kitchens, and operating rooms, additional personnel 
for field services, and expansion of the entire medical program, 

The present policy and the policy which has been in force in recent 
years has been essentially that of a stalemate, as I said before. The 
status quo in combatting these diseases has been maintained, but no 
substantial progress has ‘been made. Eventually we will have to take 
measures to eliminate these diseases. The longer we put it off, the 
more it will cost. 

For example, in my home city of Cleveland, the county is spending 
approximately $2 million a year for the care of tuberculosis patients. 
If a small portion of that sum had been spent each year 20 years ago 
and 10 years in prevention, 90 percent of this present load of care 
would have been eliminated by now. 

The same principle applies in the matter of fighting tuberculosis 
among the Indians. 

Senator Haypen. T notice your second recommendation is a provi- 
sion to permit employment ‘of professional personnel without the 
existing civil-service restrictions. In other words, salaries paid for 
professional personnel at the present time are not sufficient to encour- 
age doctors and nurses and others to go into the service? 

Dr. McKay. That is correct. 

Senator Haypen. I think that is true, based on my own experience. 
In Arizona, in the Navajo country, we either have a very young doctor 
just out of college or a very old doctor who perhaps has not been suc- 
cessful in carrying on his own business. 

Dr. McKay. The third recommendation is a change in the line of 
authority to place all medical services of a given agency under the su- 
pervision of the chief medical officer of the agency, who shall be 
responsible to the Director of Health in W ashington, and, through 
him, to the Commissioner of Indian Affairs. The Medical Service 
should have complete control of its own personnel and budget in order 
to provide intelligent planning, uniformity of policy, and authority 
commensurate W ith responsibility. 

Three times in the past 4 years, medical teams representing the 
American Medical Association have investigated the problems of 
Indian health in specific areas, and all three groups of investigators 
have made this recommendation. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1952 1933 


Senator Haypen. Thank you, sir. 
Your statement will be printed in full in the record. 
The committee is now in recess until 10 o’clock Monday morning. 


BUREAU OF RECLAMATION 

CONSTRUCTION AND REHABILITATION 

RATES PAID BY REA COOPERATIVES 
(See p. 882) 


Senator Haypen. The Bureau of Reclamation, in response to an 
inquiry made earlier in the hearings, has supplied data with respect 
to rates paid by individual REA cooperatives. The information sha}l 
be made part of the record. 

(The data are as follows :) 


Rates paid by individual cooperatives 


“ ae | i aes a ie Rate 
No. Name Power supplied by (mills) 
14 | Pitt & Greene E. M. C City of Farmville 12.8 
16 | Edgecombe-Martin County E. M,C Virginia Electric & Power Co__._. 10.1 
21 | Four County E. M.C : Tidewater 15.8 
2 > — . {Virginia Electric & Power Co 10. 1 
31 | Roanoke E. M. C_.-. | A itrencla RS. C 12.6 
20 . . {City of Scotland Neck . 10.7 
3 lalifax EF ws : . 
<9 Halifax E. M. — _ (Carolina Power & Light Co 7.5 
36 | Randolph E. M. C do 7.5 
40 | Brunswick FE. M. C idewater.... : 11.7 
43 | Jones-Onslow E, M. C do 12.6 
47 | Wake E. M. C.-. Carolina Power & Light Co 7.5 
e ry . . f do 7.5 
50 | Tri-County E. M. ¢ \ Tidewater 159 
51 | Lumbee River E. M. C . ; Carolina Power & Light Co 7.6 
52 | South River E. M. C do = ; 7.5 
55 | Carteret-Craven E. M. C Tidewater 15.6 
56 | Pamlico Beaufort E. M.C ; OD. s«. 15.4 
58 | Central E. M. C Carolina Power & Light Co 7.5 
5 ee eS 1 {City of Belhaven 18.5 
59 | Woodstock E. M. ¢ ; (Virginia Electric & Power Co 10.1 
66 | Albemarle E, M. C_.-- =. . ae Oe . 10.1 


Source of data: Department of Agriculture, Rural Electrification Administration, Washington, D. C. 
SOLANO COUNTY PROJECT 
(See p. 1363) 

Senator Haypen. Congressman Leroy Johnson of California has 
complied with a request to furnish certain information with respect to 
the Solano County project. The information shall be made part of the 
record. 

(The data referred to follows :) 


STATEMENT OF FARMERS COMMITTEE To INVESTIGATE WATER PROBLEMS OF SOLANO 
IRRIGATION District, VACAVILLE, CALIF. 


Following are quotations taken from the Stone & Youngberg report re the 
Solano project for the Board of Supervisors of Solano County, at a cost of $25,000, 
Page 48: “In allocating the irrigation water supply among the Putah South, 
Vaca Valley, and Suisun uplands areas, the following criteria were used: 
“First priority was given to the Suisun uplands area, 
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“Second priority was given to the lands in Vaca Valley area. 

“Third priority was given to the lands in the Putah South area. 
Reclamation statement.) 

Page XX, paragraph IT: “If the present Solano irrigation district is granted 
the gravity water it needs, there will remain in the Monticello project approxi- 
mately 17,240 acre-feet at canalside of unassigned water which, even with the 
available ground water supply, is insufficient to irrigate all the land between 
the district and Putah Creek. To provide an ample supply, the Monticello Res- 
ervoir should be built to a capacity of 2,200,000 acre-feet, or the present boun- 
daries of the district should be relocated so as to include more good land and 
less of that adapted only to pasture.” 

Page XXIV, paragraph 21: “This district contains a large percentage of poor 
land with a relatively low earning power. It must be able to use water profit- 
ably in order to pay the charge. The price must be set accordingly. The dis 
trict must be able to evidence solvency from the beginning.” 

Paragraph 22: “The cost of water must be low enough so that the lower grade 
lands can qualify for loans with private or Government lending agencies. Credit 
is essential to the improvement of these lands so that they can use irrigation.” 

Paragraph 23: “The Solano irrigation district will have many internal prob- 
lems to solve before it will be operating on a sound basis. The equitable distri- 
bution of all costs among the various classes of land is essential for the rapid 
development of the district necessary to insure its success.” 

Paragraph 24: “This report has stated that $2.25 per acre-foot is the maximum 
the Solono irrigation district should agree to pay for water. The Bureau has 
indicated a price of $3.50 per acre-foot.” 

Paragraph 25: “Unless the Government will reduce its price, in the opinion of 
the authors, the Solano irrigation district and the county of Solano should dis- 
ecard the Solano County project as unsound.” 

Page XXV, Paragraph 29: “The Monticello project must have the complete 
unity of all local interests to make it feasible. All potential waters users, do- 
mestic or irrfgation, must agree to buy water from one source.” 

Page III: “Monticello is a high-water-cost project so farmers can be expected 
to economize as much as possible on the use of water.” 

Page XXXI, paragraph 5: “The Solano irrigation district should not pay more 
than $2.25 per acre-foot, canalside, for water. The Bureau of Reclamation should 
lower its price for irrigation water from the indicated $3.50 to $3 per acre-foot 
at most, canalside. The indicated deficit of not over 75 cents per acre-foot on 
irrigation water sales should be underwritten by the county. Domestic and 
industrial water users can pay $15 per acre-foot.” 

Paragraph 6: “Such a reduction in price by the Government appears justified 
for three reasons. 

“(a) The capital cost of the revised Solano County project has been reduced 
from 4514 million to 38% million dollars. By coincidence this is a 14-percent 
reduction, A reduction in price from $3.50 to $38 per acre-foot amounts to 14 
percent. Lower costs should permit lower charges. 

“(b) The low-grade land in the Solano irrigation district cannot afford to 
pay $3.50 per acre-foot of water. 

“(c) The financial analysis shows that the total reimbursable cost of the 
Solano project can be repaid within the period prescribed by law with a price of 
less than $3 for irrigaton if domestic water is sold for $15 per acre-foot.” 

Paragraph 9: “The data reviewed indicate that there is ample water available 
in the lower Sacramento River for diversion. While the matter has not been 
adjudicated and, therefore, is controversial, a large quantity appears to be free 
water (rather than stored water from Shasta Dam) and the county should file 
on this water.” 

Page 116: “More than a third of the land in the Solano irrigation district is 
poor. All minus 2 and plus 3 class land is of doubtful value for cultivated crops, 
though satisfactory for pasture. Little of this class of land is now under cultiva 
tion. To make it into irrigated farms will require leveling, cross fencing, and 
erection of homes and buildings and this will cost to $100 an acre for 160-acre 
unit. 

“Most of these farms will be built by people with limited capital. If mis 
takes are frequent in judging the productive capacity of farms in poor but 
developed areas, they will be far more common in a new area such as this. 


” 


(Bureau of 
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“When prices fall the small farms that were an economic unit in a period 
of higher price levels decrease in economic size and become marginal because 
the income has fallen more than the cost of farm-family living. 

“Tf the cost of the Solano project is based on the debt-paying capacity of the 
land, the debt load placed on the poor land will have to be very low. Irrigated- 
pasture land uses so much water that even if it is first-class pasture the cost 
of the water per acre-foot will have to be comparatively low. 

“The farms of low debt paying capacity are those in which the capital invested 
is not sufticient to make the enterprise profitable after meeting household 
expenses. Such farms will be found principally on second- and third-class 
Jand. If these lands are used for irrigated pasture, they are no longer second- 
and third-class cultivated land, but may be first- and second-class pasture 
Cultivated lands classed as minus one and plus two will probably work out fairly 
well, but trouble is sure to be encountered on cultivated lands lower than class 2. 

“Although this an old area and most of the land is now in strong hands, it is 
apt to fall into weaker hands when subdivided. The pattern of ownership 
eventually will be about the same as in other irrigated areas where more than 
10 percent of the land is apt to be mortgaged. 


“LAND NORTH OF THE IRRIGATION DISTRICT SHOULD BE INCLUDED 
os a ae x * * 


“The lands between the district and Ptah Creek are some of the best in the 
county. Their inclusion would raise the average quality of land and decrease 
the average cost of water to the project. The greatest benefits from the Monti- 
cello project will be realized by applying this water to the best available land. 
The present district has been compelled to include a large area of pasture land 
which can carry only a relatively small part of the project cost, thus increasing 
the cost to the good lands. 

“The lands north of the district eventually must turn to irrigation, Any area 
dependent on a ground-water supply as limited as is the local supply compared 
to the area suited to its use, is sure, eventually, to experience overdevelopment 
and a receding water table, and data show that this condition is already beginning, 
As the water table recedes the land values fall unless another supply is available. 
The farmers of the area feel that since their lands are nearer the source of 
replenishment than those in the district, the ground water, flowing toward the 
district, may be intercepted. Investigations indicate that most of the replen 
ishment for both these areas comes from north of Putah Creek in the neighbor- 
hood of the Plainsville Ridge. Development of irrigated lands between this 
ridge and Putah Creek would reduce the ground-water supply available to the 
lands south of Putah Creek. Since there is no way as yet to limit the expansion 
of irrigation from this ground-water supply, it is sure to be overdeveloped 
eventually. Farmers in the area north of the district should be willing to pay, 
as insurance for a dependable supplemented gravity supply, an amount a little 
higher than their present cost of pumped well water. 

“If the present Solano irrigation district is granted the gravity water it needs 
there will remain in the Monticello project approximately 17,240 acre-feet at 
canalside of unassigned water, which, even with the available ground-water 
supply, is insufficient to irrigate all of the land between Putah Creek and the 
district. To provide a more adequate supply, the reservoir should be built to a 
capacity of 2,200,000 acre-feet, or the present boundaries of the district should be 
relocated so as to include more good land and less of that adapted only to pasture.” 

* a * * * * * 


Page 168: “The area north of the Solano irrigation district will be short of 
water if Monticello Dam is built to a capacity of less than 2,200,000 acre-feet, 
and this replenishment of the ground water for these lands is therefore extremely) 
important.” 

ELMER H. SCHROEDER, 
Chairman, Farmers Committee. 
HELEN B. TURNER, 

Secretary. 
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TELEGRAM ON SOLANO COUNTY PROJECT 


Senator Haypen. In connection with the same project, I have a 
telegram from Elmer H. Schoreder, which shall be inserted. 
(The telegram follows :) 


Drxon Cauir., May 29, 1951. 
Hon. Cart HAaypvEN: Farmers in Solano project would not use water at price 
suggested by Bureau. Independent investigation by Solano County board of 
supervisors costing $25,000 states farmers ability to pay only two-thirds of 
proposed schedules as outlined by Bureau to make project feasible. Clarifica- 
tion of one-third deficit is necessary before farmers approval of the project. 
This project has strong opposition and both sides should be represented. We 
want clarification on the part each side is to play on repayment the county, 
the cities, and the farmers, 
ELMER H. SCHOREDER, 
Chairman, Dixon, Calif. 


PRINCIPAL RATE SCHEDULES OF IDAHO POWER CO, 
(See p. 1648) 


Senator Haypen. The Idaho Power Co. has supplied its principal 
rate s¢hedules in compliance with a request made earlier in the hear- 
ings. The informtion shall be made part of the record. 

(The schedules are as follows:) 


IDAHO Power Co. 
Boise, Idaho, June 1, 1951. 
Hon, Cart HAYDEN, 
The United States Senate, Washington, D. C. 

Dear Str: In reply to a request from Mr. R. E. Gale, of our company, and in 
answer to a request from Senator J. C. O'Mahoney regarding the principal rate 
schedules under which our company serves customers in this area, I am 
transmitting herewith two copies of the following rate schedules: 

Rate schedule No. 1 for domestic service, both rural and urban. 

Rate schedule No. 11 (small), commercial general service schedule. 
Rate schedule No. 12 (small and large), general service rate schedule. 
Rate schedule No, 24 for irrigation and power service. 

You will note from schedule No, 12 applicable to general power service that 
this schedule is available to customer loads of 750 kilowatts and under, and for 
your information power loads in excess of 750 kilowatts are served under 
separate contract with each large power customer. 

For your information all rate schedules, including the company’s tariff, are 
applicable uniformly to both urban and rural business, IT think this answers 
the request of Senator O'Mahoney and will supply yourself and Senator 
O'Mahoney each with a copy. However, if additional information or copies 
f these schedules are desired, I shall be pleased to supply same upon request. 

Yours very truly, 
J. Howarp Butier, Rate Engineer. 


SCHEDULE No. 1—RESIDENTIAL SERVIC 


ipplication.—To electric service required by urban and rural customers in 
single private dwellings and individual family apartments for general domestic 
uses, including single-phase motors of 5-horsepower rating or less, 

Service is single phase, alternating current at approximately 120 or 240 volts 
and 60 cycles, supplied through one meter at one point of delivery. 

Not applicable to service supplied to a dwelling where a portion of such 
dwelling is used regularly for the conduct of business or where a portion of 
the electricity supplied is consumed for other than domestic purposes, except 
when such portions are metered separately and billed under the appropriate 
general service schedule. When separate circuits are not provided by the 
customer, the entire premises are classified as nonresidential and billed acecord- 
ingly. 
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Not applicable to service supplied through one meter to more than one family 
or dwelling. When conditions are such that service is supplied to more than 
one family or dwelling through one meter, the charge for such service is ¢om- 
puted by applying the rate on a “per family” or “per dwelling” basis; provided, 
however, that when service is supplied through one meter for the use of two 
or more separate apartments in a single apartment building, the charge for 
such service is computed by applying the first block or step of the rate to each 
apartment, and applying the second block or step of the rate to the number 
of apartments which are equipped for electric cooking (but not less than to 
one apartinent in any event), the remaining kilowatt-hour to be billed through 
the remaining blocks or steps of the rate. 

Not applicable to seasonal, breakdown, stand-by, resale, or shared service. 

Monthly charge.—Energy charge: 

3.5 cents per kw.-hr. for the first 50 kw.-hr. 

3.0 cents per kw.-hr. for the next 50 kw.-hr. 

2.0 cents per kw.-hr. for the next 100 kw.-hr. 

1.5 cents per kw.-hr. for all additional kw.-hr., except, when a storage 
type water heater meeting the specifications set forth below is 
installed and in regular use, the charge is 0.S cent per kv-hr. for 
the next 700 kw.-hr. in excess of 200 kv-hr. 

Demand charge: 

$1.25 per kw. of space heating demand, applicable to the first six 
consecutive monthly billings rendered after each October 31. 

50 cents per hp. of total connected motor load in excess of 5 hp., for 
motors (except heat pwmp motor) rated at one-half hp. or over. 

Minimum: $0.85, plus the applicable demand charge for space heating, 
and excess connected motor load. 

Demand: The average kw. supplied for residence space-heating purposes, 
as measured during the 15-consecutive-minute period of maximum use 
during the month, adjusted for power factor if below 85 percent. The 
demand for billing purposes will be takcu to ile nearest « hal*® *:w. 

Wauter-heater specifications.—The 5-mill water-leating rate specified above is 
applicable to only one water-heater installation and only when such installation 
complies with the following specifications: 

1. Water tank and heater, if of an external type, are provided with in- 
sulation approved by the company. 

2. Heating units are noninductive types. 

3. Installations in excess of 1.5 kilowatts consist of two heating units, a 
“base” unit placed so as to heat the whole tank, and a “booster” unit 
placed so as to heat not more than the upper one-third of the tank. The 
“booster” unit has a capacity of not more than twice that of the “base” 
unit. Units are controlled by individual thermostats so interconnected that 
both units do not operate at the same time. 

4. The maximum allowable combined capacity of heating units, for in 
stallations connected after April 1, 1946, is 65 watts per gallon of tank ca 
pacity. (The company may at its option limit service to water heaters 
under this schedule to a maximum of 5 kilowatts total heater capacity.) 

5. The company may, at its election and expense, install a time switch or 
other device to limit the hours of service to the water heater. The period 
or periods of each day, during which service is so limited, shall not exceed 
a total of 6 hours; the hours to be specified from time to time by the company. 

Space-heating specifications.—The space-heating demand charge stated in the 
above monthly charge is applicable to any residence in which electric energy is 
used for the operation of resistance-type space heaters, heat pump motor, or a 
combination of both, when such space-heating equipment (1) is of a capacity 
sufficient to provide 25 percent or more of the heat requirements of the residence, 
or (2) is of an aggregate capacity of 3 kilowatts or over. 

Energy used for the operation of space-heating equipment will be supplied 
through the regular residence meter and entrance facilities, and the residence 
shall be so wired as to permit the separate demand measurement of space-heating 
equipment. Electric service for space-heating purposes will not be supplied in 
cases where prospective revenue from the service will not justify the investment 
required in additional facilities due to the location of the customer or for other 
causes, 

All resistance-type heaters larger than 1,650 watts shall be designed to operate 
at 240 volts, and no single unit shall be larger than 4 kilowatts. Heating units 
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having an individual rated capacity of 2 kilowatts or larger shall be thermo- 
statically controlled by automatic devices, provided that not to exceed a total of 
4 kilowatts may be controlled by a single thermostat. 
Payment.—The monthly bill rendered for service supplied hereunder is pay- 
able upon receipt and becomes past due 15 days from the date on which rendered. 
Issued March 14, 1951. Effective March 21, 1951. Issued by Idaho Power Co., 
by T. E. Roach, president, 1220 Idaho Street, Boise, Idaho. 


ScHEDULE No. 11—GENERAL SERVICE 


Application.—To. electrie service supplied through one kilowatt-hour meter at 
one point of delivery. Applications for temporary, seasonal, or short-term serv- 
ice for periods of not less than 1 month are accepted when the company has 
available capacity for the service required and the customer pays company in 
advance the estimated net cost of installing and removing the facilities required 
to supply service. 

Service is alternating current at approximately 60 cycles and at the phase 
and voltage available from the company’s nearest line with sufficient capacity 
for the service required. 

Not applicable to breakdown, stand-by, resale, or shared service 

Vonthly charge.— 

Energy charge: 
3.5 cents per kw.-hr. for the first 300 kw.-hr. 
3.0 cents per kw.-hr. for the next 300 kw -hr. 
2.0 cents per kw.-br. for the next 600 kw.-hr. 
1.5 cents per kw.-hr. for all additional kw.-hr. 
Demand charge: $1 for each kw. of Demand in excess of 10 kw. 
Minimum : $0.85 plus $1 for each kw. of Demand in excess of 10 kw. 
Adjustment—Power factor: This rate is based on the customer maintaining 
a power factor of 85 percent lagging, or higher, as determined by measure- 
ment under actual load conditions for his entire operations. If the power 
factor is found to be less than S85 percent, the monthly kilowatt-hour con- 
sumption as recorded by the company’s meter may be adjusted to 85 percent 
by multiplying the kilowatt-hour consumption by 85 and dividing by the 
actual power factor established. 
Demand: The average kw. supplied during the 15-consecutive-minute period 
of maximum use during the month. 

Payment.—The monthly bill rendered for service hereunder is payable upon 
receipt and becomes past due 15 days from the date on which rendered. 

When service is supplied under this schedule to farm customers and organiza- 
tions for irrigation or soil drainage pumping purposes, the estimated billing for 
service required during the ensuing year is payable in advance. The advance 
payment will be that portion of the estimated total charge for service remaining 
after deduction of the estimated amount of any tax exemption applying to such 
service, 

Issued March 14,1951. Effective March 21,1951. Issued by Idaho Power Co., 
by T. E. Roach, president, 1220 Idaho Street, Boise, Idaho. 


Scnrepute No. 12—GeNERAL SERVICE 


Availability —At points of the company’s interconnected system in Idaho and 
eastern Oregon for loads up to 750 kilowatts where existing facilities of ade- 
quate capacity and desired phase and voltage are adjacent to the premises to be 
served and additional investment by the company for new transmission, sub- 
station, or terminal facilities is not necessary to supply the desired service. 

Application.—To all electric service supplied to a nonutility customer at one 
premise, where all service required by the customer is supplied under this 
schedule, at one point of delivery and measured through one meter, except that 
service required for water heating purposes may be supplied under the applicable 
water heating schedule No. 13. Not applicable to seasonal, breakdown, stand-by, 
supplementary, resale, or shared service. 

Type of service.—Single and/or three-phase, at approximately 60 cycles and at 
the standard service voltage avaliable at the premises to be served. Where 
service of the type, phase, or voltage desired by the customer is not already avail- 
able at the premises or when the customer’s power requirements exceed 750 kilo- 
watts, special contract arrangements will be required. 
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Monthly charge.— 
Demand charge: 
$2.50 per kw. for the first 3 kw. of demand. 
2.00 per kw. for the next 7 kw. of demand. 
1.00 per kw. for all additional kw. of demand. 

Energy charge: 

10.0 mils per kw.-hr. for the first 100 kw.-hr. per kw. of demand. 
9.0 mills per kw.-hr. for the next 15,000 kw.-hr. 

6.0 mills per kw.-hr. for the next 25,000 kw.-hr. 

3.5 mills per kw.-hr. for the next 150 kw.-hr. per kw. of demand. 
2.5 mills per kw.-hr. for all additional kw.-hr. 

Highivoltage credit: When a Customer contracts for 100 kw. or more and 
takes service at 44,000 volts or higher, and the company provides no trans- 
formation equipment, the following credit will apply to the monthly charge 
as computed at the above stated rate: 

$35 for the first 100 kw. of demand, plus 0.15 per kw. for all additional 
kw. of demand. 

Metering: Service may be metered on the low-tension side of the customer's 
transformers in which event measurement may be adjusted for transformer 
losses, 

Minimum: The demand charge for the month, but not less than $7.50. 

Adjustment: When the customer’s power factor is less than 85 percent lag 
ging, as determined by measurement under actual load conditions, com- 
pany may adjust the kw. measured to determine the billing demand by 
multiplying the measured kw. by 85 and dividing by the actual power factor. 

Demand: The average kw. supplied during the 15-consecutive-minute period 
of maximum use during the month as determined from readings of the 
company’s meter, adjusted for power factor, but not less than 1 kw. 

Payment.—The monthly bill rendered for service supplied hereunder is pay 
able upon receipt and becomes past due 15 days from the date on which rendered. 

Issued March 14, 1951. Effective March 21, 1951. Issued by Idaho Power 
Co., by T. E. Roach, president, 1220 Idaho Street, Boise, Idaho. 


SCHEDULE NO. 24—IRRIGATION AND Sol, DRAINAGE PUMPING POWER SERVICH 


tvailability.—At points of the company’s interconnected system in Idaho and 
eastern Oregon where existing facilities of adequate capacity and desired phase 
and voltage are adjacent to the premises to be served and additional investment 
by the company for new transmission, substation or terminal facilities is not neces 
sary to supply the desired service. 

{pplication.—To electric power and energy supplied to farm customers and 
organizations, at one point of delivery and measured through one meter, for the 
operation of irrigation and soil drainage pump motors during the customer's 
entire annual pumping period. 

Not applicable to breakdown, stand-by, or shared service. 

Tupe of service.—Single and/or three-phase, alternating current, at approxi 
mately 60 eycles and at the standard voltage available at the premises to be 
served, Where service of the type, phase, or voltage desired by the customer 
is not already available at the premises special contract arrangements may be 
required prior to its being served. 

Vonthly charge. 

Demand charge: 

$2.50 per kw. for the first 3 kw. of demand. 

2.00 per kw. for the next 7 kw. of demand. 

1.00 per kw. for all additional kw. of demand. 

Energy charge: 

10.0 mills per kw.-hr. for the first 100 kw.-hr. per kw. of demand. 

7.0 mills per kw.-hr. for the next 100 kw.-hr. per kw. of demand. 

5.0 mills per kw.-hr. for the next 100 kw.-hr. of demand. 

3.0 mills per kw.-hr. for all additional kw.-hr. 

High-voltage credit : When a customer contracts for 100 kw. or more and 
takes service at 44,000 volts or higher, and the company provides no 
transformation equipment, the following credit will apply to the 
monthly charge as computed at the above-stated rate: 

$35 for the first 100 kw. of demand, plus 
0.15 per kw. for all additional kw, of demand. 
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Metering: Service may be metered on the low-tension side of customer's 
transformers, in which event measurement will be adjusted for transformer 
losses. 

Minimum: The demand charge for the month, but not less than $7.50 for any 
month that service is connected. 

Adjustment—Power factor: When customer's power factor is less than 85 
percent lagging, as determined by measurement under actual load con- 
ditions, company may adjust the kw. measured to determine the demand 
by multiplying the measured kw. by 85 and dividing by the actual power 
factor. 

The company will connect service and disconnect service free of charge 
only once each calendar year. For each connect service call or disconnect 
service call in excess of one each per calendar year, the charge is $2.50 per 
service call. 

Demand: The average kw. supplied during the 15-consecutive-minute period 
of maximum use during the month, adjusted for power factor, but not 
less than one kw. when service is supplied at low voltage or less than 
100 kw. when service is supplied at 44,000 volts or higher, provided that 
at company’s option, the demand of single motor installations of less 
than 5 horsepower may be taken as follows: 


Name-plate rating of motor: Demand (kw.) 
Miewe AS Wein cc 
Sane) 25 tie ts 
3 and 3.5 hp_----- 
4: 9n0:4:5- bp. 225k. 


Payment.—The estimated billing for service required during the ensuing year 
is payable in advance. The advance payment will be that portion of the esti- 
mated total charges for services remaining after deduction of the estimated 
amount of any tax exemption applying to such service. 

Issued March 14, 1951. Effective March 21, 1951. Issued by Idaho Power Co., 
by T. E. Roach, president, 1220 Idaho Street, Boise, Idaho. 


SOUTHEASTERN POWER ADMINISTRATION 
CONSTRUCTION 
INFORMATION ON RATE SCHEDULES 


(See p. 1011) 


Senator Haypen. On May 23 Mr. L. V. Sutton was requested to 
supply information with respect to power rates charged. The in- 
formation has been supplied and will be made part of the record. 

(The information is as follows :) 


CAROLINA Power & Licut Co., 
Raleigh, N. C., May 81, 1951. 
Hon. Cart HAYDEN, 
Chairman, Subcommittee on Interior Appropriations, 
Senate Committee on Appropriations, 
The Capitol Washington, D. C. 

DEAR Sre: At the time of my appearance before you committee on May 23, 
Senator Ellender requested me to furnish for the record a comparison between 
the cost to the rural or farm consumers under our company’s rate and the cost 
under the rates of the REA membership cooperatives that we serve at whole- 
sale on our standard 7.5 mill rate. 

For this purpose we have selected at random six cooperatives located in 
eastern North Carolina that are served by our company. We have tabulated 
the cost of different size bills for various amounts of usage. It is based on the 
information supplied us, which we believe is correct, as the rates of the respec- 
tive cooperatives for their farm or rural residential consumers, It will be noted 
that our rates are consistently lower. We have not given the names of these 
six cooperatives but will do so if you wish. We have marked this attached com- 
parison, exhibit A-1. 
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If this does not give you the information desired, please do not hesitate to let 
us know and we will endeavor to give you what you wih. 
Again I wish to thank you for your courtesy in hearing me. 
Sincerely yours, 
L. V. Surron. 


Exuipit A-1.—Carolina Power & Light Co.’s rate compared with certain REA 
membership cooperative rates (rural residential service with water heater) 


Mini- Monthly kilow»tt-hour utilization 


mum 
charge 150 | 200 | 25 300 | 350 | 400 


‘arolina Power & Light Co 
so-op No 

‘o-op No. : 

‘o-op No. ; 

‘o-op No. 4 

‘o-op No. & 

so-op No 


.00 | 7. 50 )| 8. 50 
85° «8.40 9. 50 
9.00 | 9.88 (10.75 (11.63 
25 \10.13 ’ 11.88 
86 11.75 12. 13. 49 
50 (10. 38 25 |12.13 
7.35 | 7.90 9. 00 


CO Go be OO GO tS 


Compiled May 29, 1951. 
SOUTHWESTERN POWER ADMINISTRATION 
Dara on REA anv Soutnwesrern Power ApMINISTRATION 


(See pp. 1610 and 1617) 


Senator Haypen. Certain information was requested of Mr. Frank 
M. Wilkes when he testified on May 30. That information has been 
supplied and will be made part of the record at this point. 

(The information is as follows:) 


SOUTHWESTERN GAS & ELECTRIC Co., 
Shreveport, La., June 1, 1951. 
Mr. Cecit To.Bert, 
Clerk, Commitice on Appropriations, Interior Appropriations, 
United States Senate, Washington, D. C. 

Dear Mr. Totnert: As requested by Senator Allen J. Ellender during the hear- 
ings on May 30, 1951, | am sending you herewith attached : 

1. Three copies of Legislative History of the Rural Electrification Act 
of 1936. 

2. Three copies of Legislative History of the Section 5 of the Flood Con- 
trol Act of December 22, 1944. 

3. Three copies of a Summary of Legislative History of Southwestern 
Power Administration's continuing fund. 

It is my understanding that these documents were not to be made a part of 
the record but to be made simply available in order to save the Senators’ time in 
going into this legislative history. 

I am also attaching hereto 15 copies of a bill from the Southwestern Power 
Administration to Southwestern Gas & Electric Co. for the sale of power and 
energy to the company from Narrows Dam, and for credit to the company for 
power and energy delivered from the company’s system to Government for sup 
ply of Government's customers. We believe it will be clearly seen from this bill 
formn that the continuing fund is not necessary for operation under the Narrows 
Dam contract. It has already been clearly demonstrated that it is not necessary 
for the Texas Power & Light Co.—Southwestern Power Administration contract, 
which has now been in operation 4 years, nor will it be necessary for the Okla 
homa companies-SPA contract, 

Yours very truly, 
FRANK M. WILKES. 
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LEGISLATIVE HISTORY OF THE RURAL ELECTRIFICATION Act oF 1936 (7 U.S. C. 901- 
14; 49 Svat. 1863; Pusric Law 605, 741TH Cona., 1ST SESS.) 


The Rural Electrification Act of 1936 (hereinafter sometimes called the RE 
Act) had its origin in Senate bill 3488, which was reported out by the Senate 
Committee on Agriculture and Forestry (Senator Norris, chairman) without 
hearings. 

Senator Norris was in charge of the bill and the debates on the floor of the 
Senate. In the course of the debate Senator Norris was sharply questioned with 
respect to whether the proposed loaning authority could be used to duplicate 
facilities of, or engage in competition with, privately owned utilities; and 
Senator Norris denied such intention as appears from the following excerpts from 
the debate: 

“Mr. McNary. I have my own ideas as to the interpretation and defini- 
tion of the expression ‘electrification of rural areas not receiving central- 
station electric light and power service.’ What interpretation does the Senator 
place upon that language? Could he illustrate it? 

“Mr. Norrts. That means, as I understand, and as I think the present adminis- 
tration is now doing, that there will not be set up an organization and money 
loaned to it for the purpose of electrifying a rural area which is now supplied. 
There are now, of course, a large number of rural districts already supplied with 
electricity from central power stations. But it does not mean that the agency 
proposed to be established will be prohibited from going into a locality where 
there may be a large number of local plants used by individual farmers.’ In a 
great many places generators of various kinds produce electricity locally for some 
particular farmers. The language referred to would not prohibit the setting up 
of an organization in a locality where that kind of supply was already in 
existence. 

“Mr. McNary. We probably are together generally, but under the language 
used, it seems to me, where a plant is now in existence which is adequately sup- 
plying a certain area with electricity none of the money provided by the bill could 
be used for that purpose. ‘ 

“Mr. Norris. That is as I understand it. 

“Mr. McNary. I agree with that, but supposing some central station by the 
construction of distribution lines aud transmission lines could supply the energy 
needed in a given area, could the money be used for that purpose? 

“Mr. Norris. If I understand the Senator's question correctly, it is supposing 
some locality be now supplied from a central station, might it be possible for 
that central station to extend its lines further and would the governmental 
agency be prohibited from entering that territory? If that is the question, I 
think not. 

“Mr. McNary. T think we want a definite meaning fixed, because I think it is 
an important proposition. The prohibition would relate to a central station fur- 
nishing light and power in an area that is now enjoying adequate service. Is 
that the Senator’s interpretation? 

“Mr. Norris. Yes.” 

" * ~ * * > « 


“Mr. Norris. There is no intention of going into a farming community which 
is already supplied with electric current and forming farm organizations there 
and having them built up to go into competition, as the Senator suggests, with 
farmers who are already getting their electric current from a central station. 

“Mr. Kine. If an organization were formed beyond the 10-mile limit to which 
I have just referred and within which limit the farmers are supplied with elec- 
tric energy, that organization would not be permitted to come back into the 
10-mile area to furnish light to farmers already receiving it? 

“Mr. Norris. Not to those already receiving it, but it might come into the 10- 
mile area and supply farmers who were not receiving it. That is a distinction 


which I think ought to be drawn. * * *"” (SO Congressional Record, pt. 3, 
or 


1936, pp. 2751-2.) 
* ~ 7 ~ * ” ” 


*The “local plants” to which Senator Norris had reference were small Delco plants 
serving individual farms not receiving “central station service’ from a public utility. See 
Opinion No. 5427 of the Solicitor of the Department of Agriculture, Nov. 3, 1948, pp. 
19660-19661, infra. 
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“Mr. Norris. * * * I desire to refer to the money the REA have used, but 
first let me refer to a memorandum of Mr. Cooke about what they do in passing 
on these projects. 

“ “REA can make loans for generating plants.’ 

“I asked him specifically about that, because I knew, from the way they were 
operating it, it was very seldom that there was a generating plant involved, and 
I anticipated that some Senator would ask questions about generating plants, 
As I stated yesterday, it would not be practicable to construct a farm line some- 
where and build a generating plant for it; that would cost too much. A generat- 
ing plant, to be efficient, would have to be sufficiently large to supply a number 
of farm lines. That is the point he is answering here. 

“*REA can make loans for generating plants, but we must be shown con- 
clusively : 

“*(1) That energy is not available from any existing source. 

“*(2) That the proposed generating plant can produce energy at a lower cost 
than it could be obtained from any other source. 

“*(3) That the output of such plant will be used mainly for supplying energy 
for use in rural areas.” (80 Congressional Record, pt. 3, 1936, p. 2823.) 

In answer to questions by Senator Walsh, Senator Norris stated as follows : 

“Mr. Norris. * * * Let me say this to the Senator from Massachusetts. 
Suppose there should be a municipality in a good agricultural section which 
had no electric lighting system. It would probably be a small town. Around that 
town within easy transmission distance there might be formed half a dozen 
farm organizations, 

“However, these farm organizations—suppose there were half a dozen of 
them—would not take enough electricity to make it available for the organiza- 
tions themselves to build a generating system. Suppose in that case the munici- 
pality said, ‘We will build a system large enough to supply these farm organi- 
zations aS well as ourselves’. I should think in that sort of case, even though 
there were not an existing plant, they would have authority tto borrow money. 

“Mr. WatsH. That infers, of course, that there is no competition with any 
existing private or municipal plant. 

“Mr. Norris. Yes. 

“Mr. WatsH. That is what I understand to be the main purpose of the bill; 
that in rural sections where private enterprise has not undertaken to furnish 
light or where a municipality has not done so, there will be opportunities given 
for groups of individuals, or, as the Senator says, in some cases a town or munici- 
pality itself, to set up in such rural sections units for lighting purposes. 

“Mr. Norris. Yes. * * *” (SO Congressional Record, pt. 3, 1936, p. 3305-6). 

In the House, Senate bill 3483 was referred to the House Committee on Inter- 
state and Foreign Commerce which held hearings. Prior to 1936, a Rural Elee- 
trification Administration had been created by Executive order on a temporary 
emergency basis to provide work as a relief measure. When congressional 
authority was sought through Senate bill 3488 to continue the Administration on 
a permanent basis, the Members of Congress evidenced grave concern whether 
the proposed loaning authority was intended or could be used to finance the 
construction of electrie facilities to duplicate those of privately owned utilities 
or to engage in competition with them. Morris L, Cooke, who at all times had 
been and still was Administrator of the temporary REA, appeared before the 
House committee in his official capacity and testified as follows (Record of Hear- 
ings on 8. 3483, House Commerce Committee, 74th Cong., 2d sess.) ; 

“* * * Mr. Huppteston. The Rural Electrification Administration under 
Executive Order 7087, was primarily and fundamentally a relief proposition 
intended to promote work. It was on an emergency, temporary basis strictly. 
Is not that correct? 

“Mr. Cooke. It is a part of the emergency legislation. 

“Mr. HuppLeston. We are here making a complete change in our orientation. 
This is a permanent program. It is not intended to promote work. It is intended 
to extend the benefits of electrification into districts that do not now have it. 
It is better adapted to a time of prosperity than it is to a depression. * * *” 
(p. 54). 

“* * * Mr. Huppieston. It is contemplated by this bill that these lines will, 
or may, receive current from established utilities? 

“Mr. Cooke. Oh, absolutely. Take the record that we have already made. We 
have not built a mile of transmission line, and I think I am right that we are not 
even contemplating a single new generating system. All construction thus far is 
taking current from the existing establishments, and I think, of course, there 





1944 INTERIOR DEPARTMENT APPROPRIATIONS, 1952 


will be cases where isolated remotness necessitates it or where it may be desirable 
to put in a Diesel plant, but we have already had applications from practically 
every State in the Union, and thus far there has not been one case—I want to be 
frank, there may have been one case which we are now considering which calls 
for a Diesel plant—but it is only contemplated, and all of the practice thus far 
made and all development has been on the basis of using the current of private 
companies or other existing plants. 

“Mr. Huppieston. I am correct, am I not, in saying that the fundamental 
purpose of this bill is to give electric service to those who now have not that 
bene fit ? 

“Mr. Cooke. Those who do not now have it. 

“Mr. Huppieston. Yes. 

“Mr. Cooke. Yes, sir. We have made the practice, absolutely, Mr. Huddleston, 
of not building any competing lines. Our current only goes to farms and farm 
houses that do not now have it and where, in a few instances, it has been neces- 
sary for us to parallel an existing line in order to reach that market, we have 
made the rule that no current is to be taken off of that line. In other words, at 
no point have we competed with existing lines; and I will be glad to know if any 
member of this committee has heard in any State of a single exception to that. 
* + 2” (pp. 56-57). 

. ~ * * * * * 


“* * * Mr, Mapes. It is not quite clear to me to just what extent you enter 
this field of furnishing or assisting in furnishing electricity to these rural com- 
munities. 

“Mr. Cooke. You mean stirring them up? 

“Mr. Mares. No. You do not propose to furnish electricity or to lend money 
for anyone to get electricity where it is now available, as I understand? 

“Mr. Cooke. Absolutely. 

“Mr. Mapes. What is the dividing line as to where it is available and where it 
is not available? 

“Mr. Cooke. That is not a very fine line. If the farmer hus not got it now, 
and it is not available to him—that is, the line does not go within a reasonable 
distance of him—we consider it not available. 

“The electrical industry has taken the position, I think not uniformly, but it is 
generally held that if a company has not,advised us where they propose to 
build a line and when, that that is open territory and no exception can be taken 
to our going in and building a line, 

“Just within the last week we have had a letter—just to show you how this 
thing works out—we had a letter from the president of a prominent company 
in one of the southern States claiming that we were violating our rule. 

“We wrote him a letter saying that that rule is inviolable, and that we would 
immediately go after it and find out what gave rise to this rumor. This morn- 
ing I got word that there was a complete misunderstanding about it. 

“That is absolute, Mr. Mapes. In no place has a single customer been put on 
where he had the opportunity to get energy from the private company before 
we began our operations.” 

“Mr. Mapes. The language of the bill is, in effect, that you are to assist in the 
furnishing of electricity in rural areas where they are not receiving central sta- 
tion service. What is your definition of central station service? 

“Mr. Cooke. That is to provide a difference between the normal service from 
a power line and individual Delco plants. You see you will find plenty of places 
where there are Delco plants along the road about as thick as the central-service- 
station customers are on other roads. 

“Mr. Mapes. And under your interpretation of that, is anyone in the rural com- 
munity who is not receiving electricity—— 

“Mr. Cooke. From a high line. 

“Mr. Mapes. From a high line? 

“Mr. Cooker. Yes. 

“Mr. Mapes. You are able to service him. 

“Mr. Cooke. Yes” (p. 72-74). 

In the course of the debates on the floor of the House, Congressman Rayburn, 
who was chairman of the House Committee on Interstate and Foreign Commerce 
and had charge of the bill on the floor, stated: 

“May I say to the gentlemen that we are not, in this bill, intending to go out 
and cqmpete with anybody. By this bill we hope to bring electricity to people 
who do not now have it. This bill was not written on the theory that we were 
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going to punish somebody or parallel their lines or enter into competition with 
them.” (S80 Congressional Record 5288, pt. 5, 1936). 

The concern of the House that the bill should not authorize loans for dupli- 
cating facilities or to engage in competition with privately owned utilities is 
emphasized by the insistence of supporters of the bill that it contained no such 
authority as appears from the following excerpts from the House debates: 

“Mr. MavertcK. * * * The enactment of this bill does not mean Federal 
Government ownership and operation of rural lines. It means that the farmers 
themselves should own and operate the systems which bring them elec- 
tricity * * *” (80 Congressional Record 5287). 

“Mr. Luckey. * * * The question arises as to whether rural electrifica- 
tion, as proposed in the present bill, places the Government in competition with 
private enterprise. Such an assumption is too foolish to merit lengthy discussion. 
Do these farms have electric power available? If not, where does the element of 
competition enter into the picture? Under the provisions of this bill the Govern- 
ment loans money to cooperative groups to build electric distribution systems. 
* * * ‘The Government does not any more own and operate these systems than 
it owns and operates the banks and railroads to which it has made huge loans 
through the Reconstruction Finance Corporation” (p. 5295). 

“Mr. FLetcuer. * * * But what is the other side of this question? What 
are the objections to the bill? * * * 

“So far [ have not learned of any person having appeared to disapprove of the 
main purposes of this bill. The closest to disapproval has been a short statement 
made by an official of a big-business organization objecting to what he felt 
might eventually develop into competition with private enterprise, but, as the 
facts show, there is no intention that the Rural Electrification Administration will 
sponsor competition with private enterprise. * * *” (pp. 5307). 

“* * * There is no desire to provide loans either where service exists or 
where, legitimately and in truth, the power companies are about to provide 
service” (p. 5808). 

The intent of Congress to prohibit the use of the loaning authority created 
by the Rural Electrification Act to dupleiate the facilities of, or to engage in 
competition with, privately owned utilities is clearly established by the express 
provisions of the act. That the foregoing is the correct interpretation of the 
intent of Congress as established by the language of the act and its legislative 
history is squarely supported by opinions rendered by two Solicitors of the De- 
partment of Agriculture prior to the time when the present Administrator of 
REA conceived the plan of disregarding the congressional intent and the express 
language of the statute. Thus in an opinion by Robert H. Shields, Solicitor of 
the Department of Agriculture, Opinion No. 4506, November 24, 1942, it is stated 
with reference to the provision in section 4 of the act (7 U. S. C. 904) limiting 
loans “for the furnishing of electric service to persons in rural areas who are 
not receiving central station service’: 

“A study of the debates in Congress and the Committee hearings indicate that 
this provision was inserted because of a legislative intent to exclude loans for 
the purpose of paralleling existing systems and thus creating competition with 
established utilities.” 

“* * * Practically the entire debate on the limiting clause here under dis- 
cussion centered about the question of competition. It seems clear from the 
legislative history that the intent of the limitation was to prevent loans that 
would create federally financed competition with existing utility enterprises 
* * *" (hearings, subcommittee of Committee on Appropriations on Agri- 
cultural Appropriations for 1951, Senate, Sist Cong., 2d sess., pp. 1578-9). 

In a tater opinion by W. Carroll Hunter, Solicitor of the Agriculture Depart- 
ment, Opinion No. 5427, November 3, 1948, it is stated with reference to the defi- 
nition of “rural areas” in section 13 of the act (7 U. 8. C. 913): 

“It may be inferred that in the opinion of Congress, towns and villages having 
a population of more than fifteen hundred would, in all likelihood, be served by 
such ‘established utilities.” It was, therefore, not considered necessary that 
Federal funds be expended for the benefit of the residents of such communities. 
In addition, the inclusion of this limitation further stressed the interest of Con- 
gress in preventing competition between established utilities and REA borrowers” 
(p. 19568). 

And further, in reference to the meaning of “central station service” as used 
in section 4 of the act, the opinion states: 

“Congressional debates and committee hearings contain frequent references to 
the clause in question; but, as has been noted, these discussions were generally 
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concerned with the question of competition. The term ‘central station service,’ 
in itself, was generally envisioned as relating to the difference between the small 
Delco plant serving the individual farm (which was, clearly, not receiving ‘cen- 
tral station service’), and the utility company’s ‘hight line,’ carrying 2,200, 6,600, 
or Some other common distribution voltage, which passes down the road to serve 
others. This distinction serves to emphasive the point that the interest of 
Congress, in this provision, was to prevent competition with established utili- 
Ee i, eh 

“In effect, then, ‘not receiving central station service’ might be equivalent to 
‘not being served by an existing utility company. * * *” (pp. 19660—-1). 

The continuing concern of the Congress that the loaning authority of the Ad- 
ministrator should not be used to finance the duplication of facilities provided 
by private enterprise is further demonstrated by the amendivent to the Rural 
Hlectrifieation Act of October 28, 1949 which authorized loans to provide tele 
phone service in rutal areas. Thus it was provided (7 U. 8S. C. 922). that loans 
shall not be made in States having a State regulatory body unless the applicant 
has first obtained a certificate of convenience and necessity from such body, 
and that in States having no such regulatory body: 

“* * * no loan shall be made under this section unless the Administrator 
shall determine (and set forth his reasons therefor in writing) that no dupli- 
cation of lines, facilities, or systems, providing reasonably adequate services will 
result therefrom. (May 20, 1949, ch. 482, title I], sec. 201, as added Oct. 28, 
1949, ch. 776, sec. 5,63 Stat. * * *).” 

The Statement of the Hiouse managers in the report of the Committee of Con- 
ference contains the following concerning the amendment of the bill which re- 
suited in the foregoing provision: 

“Amendment No. 16: The subject matter dealt with in this amendment is 
the provision prohibiting loans for the establishment of duplicating telephone 
systems in those States where State law does not at the time require certificates 
of convenience and necessity for the establishment of a telephone system and 
there is, therefore, the legal possibility of duplication. The amendment agreed 
to by the committee of conference adds the requirement that, in determining 
there will he no duplication of telephone systems resulting from the loan, the 
Administrator must set forth his reasons therefor in writing and strikes out 
the provision making the Administrator’s finding final. 

“The House bill prohibited loans which would result in duplication of ‘telephone 
service’ to subscribers already receiving adequate and reliable telephone service. 
The amendment agreed to by the committee of conference prohibits the making 
of loans which will result in ‘duplication of lines, facilities, or systems, provid- 
ing reasonably adequate services’” (2 U. 8S. C. Cong. Serv., Sist Cong., 1st 
sess., 1949, at p. 2337). 

The Senate Committee on Appropriations of the Eighty-First Congress said 
in its report on the general appropriation bill for 1951 (H. R. 7786): 

“The question of REA loans for the construction of generating and transmis- 
sion facilities to be leased by the Southwestern Power Administration was a 
matter of considerable controversy in both the Subcommittee on Agriculture 
Appropriation and in the full committee. This involves a question of policy 
which cannot be properly determined by the Committee on Appropriations. In 
view of the importance of this matter the committee respectfully suggests that 
the standing committee on Agriculture and Forestry review this entire subject 
to determine whether legislation is necessary. The committee is somewhat con- 
cerned by the large increases in the proportion of the funds made available that 
is devoted to loans for generating and transmission facilities. The committee 
believes that no loan should be made for construction of such facilities unless 
in areas where private power companies cannot or will not furnish adequate 
power at reasonable rates and within a reasonable time” (S. Rept. No, 1941, Com- 
mittee on Appropriations, Sist Cong., 2d sess., p. 95). 


LEGISLATIVE History OF SECTION 5 OF THE FLoop Contror Act or 1944 (16 U.S. Cc. 
825s, 58 STaT. S87, Pusriic Law 534, 78tH Cone.) 


The Flood Control Act of 1944 had its origin in a bill (H. R. 4485) which was 
introduced in the House of Representatives and referred to the House Commit- 
tee on Flood Control, of which Congressman Whittington (Mississippi) was 
chairman. During the same session, the rivers and harbors bill of 1944 (H. R. 
3961) was introduced in the House and referred to the House Committee on 
Rivers and Harbors, of which Congress Mansfield (Texas) was chairman. Both 
bills proposed to authorize the construction of certain Federal multiple-purpose 
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reservoir projects which would, as an inevitable incident of their construction, 
create surplus hydroelectric energy. Neither bill contained any provision for 
marketing such surplus hydroelectric energy. 

Subsequently Congressman Mansfield offered an amendment to the rivers 
and harbors bill under which the Secretary of the Interior would have been 
eranted very broad and comprehensive authority for the generation and mar- 
keting of electric energy. This amendment, in part, read as follows: 

“At dams or works nuthorized by this act which are suitable for the produc- 
tion of electric power and energy the Secretary of War shall provide, construct, 
operate, maintain, and improve such structures, machinery, equipment, facili- 
ties, and supplies as the Secretary of the Interior may deem necessary to develop 
power and energy for existing and potential markets and for the proper recep- 
tion, handling, and dispatch of electric power and energy. The Secretary of the 
Interior is authorized to construct and acquire such transmission lines and facili- 
ties and to enter inte such contracts, agreements, and arrangements as he deems 
hecessary to Carry out the duties and responsibilities herein conferred upon him.” 
( Congressional Reeord, House, March 21, 1944, p. 2889). 

The language contained in the foregoing amendment was open to a construc- 
1i0n under which the Secretary of the Interior might claim authority to em- 
hark, full-fledged, in the commercial power business. 

However, the amendment was defeated in the House (Congressional Record, 
March 21, 1944, pp. 2889-2801) after a sharp debate in which it was emphasized 
that the amendment would authorize, or might be construed to authorize, the 
secretary of the Interior to create a Federal power empire in competition with 
private enterprise. 

In the course of the foregoing debate, Congressman Whittington, Chairman of 
the House Committee on Flood Control, stated : 

“Many projects have been proposed under the guise of public works, but every 


proposal should be studied and tested. They should meet the requirements of 


sound public works. First, the project should have practical utility. Second, 
it should be economically sound. Third, it should be of the type that cannot com- 
pete with any facilities that can be provided through private enterprises. Fed 
eral publie works should not conflict with private works and local public 


works. * * *” (90 Congressional Record 4122 (1944) ). 

In the same debate Congressman Dondero (Michigan), a member of the House 
Committee on Rivers and Harbors, said in part: 

“Mr. Chairman, the proposed amendment attempts to turn over to the Secre- 
tary of the Interior all of the power that will be generated by the dams included 
in the pending legislation. If we want to build up or create a czar over the em- 
pire of Federal power, this is one way to do it’ (90 Congressilonal Record 2847). 

Both rivers and harbors bill of 1944 and the flood-control bill of 1944 passed 
the House without any provision for marketing surplus hydroelectric energy at 
Federal multiple-purpose reservoirs. 

In the Senate, the rivers and harbors bill was referred to the Senate Commit- 
tee on Commerce and subsequently referred for hearings to a subcommittee, of 
which Senator Overton (Louisiana) was chairman. After hearings, the Com- 
mittee on Commerce favorably reported the rivers and harbors bill with an 
amendment which read in part as follows: 

“* * * Provided, That the Secretary of the Interior is not authorized to 
construct or acquire transmission lines in competition direct or indirect with any 
existing company operating transmission lines for the sale of electric power; 
except as otherwise authorized by other sections of this Act relating to Umatilla 
Dam and the Snake River project.” 

In the Senate, the flood control bill was also referred to the Senate Committee 
on Commerce, of which Senator Josiah W. Bailey (North Carolina) was chair- 
man, and was thereafter re-referred for hearings to a subcommittee, of which 
Senator Overton (Louisiana) was chairman. The Overton subcommittee com- 
menced hearings on the flood control bill of 1944 on or about May 25, 1944, which 
was the same day upon which the full Senate Committee on Commerce reported 
out the rivers and harbors bill with the foregoing amendment. In the course 
of these hearings, Frank M. Wilkes, president of Southwestern Gas & Electric 
Co., appeared as a witness and pointedly raised the question whether the Fed- 
eral Government was going into competition with the privately-owned electric 
utilities (Hearings on H. R. 4485 before a subcommittee of the Senate Committee 
on Commerce, 78th Cong., 2d sess., 491, 492). In the course of this testimony 
by Mr. Wilkes, Senator Overton, chairman of the subcommittee, said: 

“Senator Overton. I get it. Your point is this: That you do not want the 
Government to get into the power business in competition with private or quasi- 
public utilities?” 
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I'rom the foregoing, it is manifest that the matter of so drafting any marketing 
authority which might be granted to the Secretary of the Interior, as to protect 
from avoidable damage the inerests of privately-owned utilities, their stock- 
holders, bondholders and customers, was clearly in the minds of the committee 
members and of the Senate. 

In the meantime, the proponents of Federal public power were not idle. They 
had vigorously protested against the amendment inserted by the Senate com- 
mittee in the rivers and harbors bill and were fearful that a like amendment 
would be inserted in the flood control bill. 

Mr. Ickes, then Secretary of the Interior, urged the Overton subcommittee to 
amend the bill so as to include the identical grant of comprehensive powers 
which had been included in the amendment unsuccessfully offerd in the House 
by Congressman Mansfield. In a letter dated June 2, 1944, and addressed to 
Senator Bailey, chairman of the Senate Commerce Committee, Mr. Ickes, among 
other things, set forth the language of the marketing authority which, he urged, 
should be added to the bill (Hearings on H. R. 4485 before a subcommittee of 
the Senate Committee on Commerce, 78th Cong., 2d sess., 310-314). 

At the conclusion of the hearings on the flood-control bill, the subcommittee 
favorably reported the bill with a power-marketing amendment in language sim- 
ilar to that of section 5 of the present law. The report of the subcommittee 
contains the following: 

“AMENDMENT NO. 6 


“On page 3, after line 10, insert a new section as follows: 

“Electric power and energy generated at reservoir projects under the con- 
trol of the War Department and in the opinion of the Secretary of War not 
required in the operation of such projects shall be delivered to the Secretary of 
the Interior, who shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest possible 
rates to consumers consistent with sound business principles, the rate schedules 
to become effective upon confirmation and approval by the Federal Power Com- 
mission. Preference in the sale of such power and energy shall be given to pub- 
lic bodies and cooperatives. The Secretary of the Interior is authorized to con- 
struct and acquire only such transmission lines and related facilities as may be 
necessary in order to make the power and energy generated at said projects 
available in wholesale quantities for sale on fair and reasonable terms and con- 
ditions to facilities owned by the Federal Government, public bodies, coopera- 
tives, and privately owned companies.’ 

“Amendment 6 authorizes the Secretary of the Interior to dispose of electric 
power generated at reservoir projects under the control of the War Department. 

“Existing authority for flood control projects and the authority contemplated 
in H. R. 4485 provides for a number of multiple-purpose dam and reservoir 
projects where large blocks of hydroelectric power will be produced but there is 
at the present time no general law governing the sale and distribution of power 
generated at projects under the control of the War Department. In order to 
attain the greatest benefit to the general public from this hydroelectric power, 
the time has come to place by law the responsibility for disposal of such power 
in an existing Federal agency. In the Bonneville Power Administration Act 
and the Fort Peck Power Administration Act, Congress has authorized the 
Secretary of the Interior to dispose of the power generated at the Bonneville 
and Fort Peck projects. More reeently, under Executive Order No. 9366, the 
Secretary of the Interior has been made responsible for the disposal of power 
from the Denison and Norfolk projects. 

“The committee has heard testimony from the Secretary of the Interior and 
from the Director of the Division of Power of the Department of the Interior 
on this subject. ‘The latter official has informed the committee that the pro- 
visions of amendment No. 6 contain suflicient authority and latitude for efficient 
administration and will satisfactorily enable the Department of the Interior 
to carry out the intent of the amendment. The committee desires an amend- 
ment which provides a convenient and practical method of disposing of power 
at projects under the control of the War Department without setting up a public 
power trust which would be unduly competitive with established private power 
utilities. The Committee, therefore, has inserted a proviso which authorizes 
the Secretary of the Interior to construct and aequire only such transmission 
lines or related facilities as may be necessary in order to make the power and 
energy generated at such projects available in wholesale quantities for sale 
on fair and reasonable terms and conditions to facilities owned by the Federal 
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Government, public bodies, cooperatives, and privately owned companies. * * *” 
(S. Rept. No. 1030, 78th Cong., 2d sess., Committee on Commerce, p. 3). 

From the foregoing, it is clear that, in the progress of the bill through the Con- 
gress, the Congress had in mind the need of protecting, and intended to protect, the 
interests of privately owned utilities, their stockholders, bondholders and cus- 
tomers and intended so to limit the marketing authority granted to the Secretary 
of the Interior as to accomplish that purpose. 

The Senate Commerce Committee as a whole adopted an amendment to the 
subcommittee amendment. This amendment (sometimes called the Bailey 
amendment after the chairman of the committee) would have substituted the 
following for the concluding sentence of the subcommittee amendment : 

“The sale of such electric power as may be generated at reservoir projects 
shall be made at the point of production, without special privilege or discrimi- 
nation, so as to provide for the complete coordination of such power and energy 
with other power developments, both private and public, in the area contiguous 
with such projects. It shall be stipulated in connection with any sale that any 
and all savings realized by the purchasers shall be passed on, under Federal 
regulation where no State regulation exists, to the consuming public; Provided. 
That, unless 90 per centum of the firm power produced at such projects shali be 
demanded or purchased within 3 years after completion of Construction of 
such projects, the Secretary of the Interior is authorized to construct trans- 
mission lines for the purpose of selling such power at wholesale.” (Cong. Rec., 
7Sth Cong., 2d sess., Senate, p. 8282). 

In the course of the Senate debates on the subcommittee amendment and the 
Bailey amendment to the subcommittee amendment, Senator Overton, who was 
chairman of the subcommittee and in charge of the bill on the floor, explained 
the history of these amendments as follows (90 Cong. Rec, 8828-8329) : 

“* * * Mr. Overton, Mr. President, I think it perhaps will be somewhat help 
ful to a considertion of the so-called Bailey amendment, which is in reality a com- 
mittee amendment, if I should undertake to give the history of the amendment 
and show what is really in controversy as between the Bureau of Reclamation 
and the proposal submitted by the Senator from North Carolina. 

“When this matter first came before the Committee on Commerce it came by 
way of an amendment suggested by the Secretary of the Interior. The amend- 
ment he suggested is in line with the amendment proposed by the Senator from 
North Carolina |Mr. Bailey} with the exception of the concluding sentence of 
the Bailey amendment. On page 2, lines 11 to 25, down to the word ‘cooperatives’ 
there is really no controversy as between the Bailey amendment and the proposal 
of the Department of the Interior. I shall read it. It is very short. This is 
the provision concerning which, as I understand, there is no controversy : 

“Klectric power and energy generated at reservoir projects under the control 
of the War Department and in the opinion of the Secretary of War not required 
in the operation of such projects shall be delivered to the Secretary of the 
Interior, who shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest possible 
rates to consumers consistent with sound business principles, the rate schedules 
to become effective upon contirmation and approval by the Federal Power Com 
mission. Preference in the sale of such power and energy shall be given to 
public bodies and cooperatives. 

“When the Secretary of the Interior appeared before the committee he sug- 
gested as a part of his amendment these concluding lines, and they relate to 
what is now in controversy before the Senate. I quote from page 311 of the 
hearings on the flood-control bill: 

“The Secretary of the Interior is authorized to construct and aequire such 
transmission lines and facilities and to enter into such contracts, agreements, 
and arrangements as he deems necessary to carry out the duties and responsi- 
bilities herein conferred upon him. 

“Therefore, the suggestion of the Secretary of the Interior was that he should 
be vested with untrammeled and unqualified power to construct and operate 
transmission lines from all dums constructed by the War Department. 

“A similar proposal has been made by the Secretary of the Interior to the river 
and harbor bill. When the river and harbor bill was considered by the Senate 
Commerce Committee, the committee inserted in lieu of what the Secretary of 
the Interior had recommended the following: 

“Provided, That the Secretary of the Interior is not authorized to construct 
or acquire transmission lines in Competition, direct or indirect, with any existing 
company operating transmission lines for the sale of electric power; except as 
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otherwise authorized by other sections of this act relating to Umatilla Dam and 
the Snake River projects.’ 

“Therefore the committee amended in the river and harbor bill, which was the 
first one acted by the committee and the first bill reported to the Senate, in the 
proviso prohibited the Secretary of the Interior from constructing or acquiring 
transmission lines which would come in competition, direct or indirect, with 
privately owned power companies. 

“After the river and harbor bill had been reported, the Secretary of the Interior, 
I understood and was advised, objected very strenuously to the proviso which 
has been inserted by the committee, which prohibited the construction by him 
of transmission lines which would directly or indirectly compete with existing 
companies. In an attempt to reconcile the differences between the committee 
view and the view of the Secretary of the Interior, I called to my office Mr. 
Goldschmidt. He is Director of the Division of Power of the Department of the 
Interior. He was therefore the ranking officer in the Department of the Interior 
in relation to the distribution of power from any and all dams. According to the 
testimony which will be found on pages 803, S04, and S05 of the record of the 
hearings, it was shown that he and I had gotten together with the view of trying 
to compose the differences which existed, and he then drafted an amendment 
which he submitted and which I shall read to the Senate. The amendment which 
Mr. Goldschmidt proposed was: 

“<Provided, That the Secretary of the Interior is authorized to construct and 
acquire only such transmission lines and related facilities as may be necessary 
in order to make the power and energy generated at said projects available in 
wholesale quantities for sale on fair and reasonable terms and conditions to facili 
ties owned by the Federal Government, public bodies, cooperatives, and privately 
owned companies.’ 

“Exception then being made in reference to the Bonneville and Umatilla Dams, 
which has no application to this argument. That was the proposal made by the 
Director of the Division of Power in the Department of the Interior. I assume, 
without knowing it, that the Director of the Division of Power would hardly 
have submitted such an amendment without the approval of the Secretary of 
the Interior. 

“When, therefore, we came to consider the flood-control bill, Mr. Goldschmidt 
having appeared before the full committee, and made his statement and given 
the reasons why he thought there onght to be a modification of the amendment 
contained in the river and harbor bill, there was inserted in the flood-control bill 
the amendment suggested by the Department of the Interior through the Director 
of the Division of Power. It reads exactly as it was submitted by Mr. Gold- 
schmidt. It now appears in the printed copy of the flood-control bill as it comes 
from the Committee on Commerce, as follows: 

“The Secretary of the Interior is authorized to construct and acquire only 
such transmission lines and related facilities as may be necessary in order to 
make the power and energy generated at said projects available in wholesale 
quantities for sale on fair and reasonable terms and conditions to facilities 
owned by the Federal Government, public bodies, cooperatives, and privately 
owned companies. 

“That was the provison reported by the Committee on Commerce.” (Cong. Rec. 
7TSth Cong., 2d sess., Senate, pp. 8828-8329). 

The record of the hearings before the Overton subcommittee fully sustains 
Senator Overton's statement with respect to the source and language of the 
subcommittee amendment. The following appears in the record of hearings 
before the subcommittee at pages S03-S04; 

“Senator Overton. And have you prepared such an amendment [referring to 
the Goldschmidt amendment]? 

“Mr. GoLpscHmipr. Yes, Mr. Chairman. I took the liberty of trying to work 
out something, and I sent to you or gave to you subsequently a draft of an 
amendment that I think would be workable and would at the same time offer 
the committee the protection I believe it seeks.” {Emphasis added. ] 

Mr. Goldschmidt obviously referred to the protection which the committee 
sought against the use of the marketing authority granted to the Secretary of 
the Interior to establish a “public power trust which would be unduly competi- 
tive with private power utilities.” 

The bill was passed by the Senate with the power-marketing amendment 
which had been reported by the Overton subcommittee. The bill then went to 
conference with the House, where the Senate power-marketing amendment was 
further amended to make more explicit the limitations imposed upon the mar- 
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keting authority granted the Secretary of the Interior to prevent the Secretary 
from constructing or acquiring duplicating transmission lines and from utilizing 
his authority to engage in competition with privately owned electric utilities. 
As further amended in conference, the power-marketing amendment became sec- 
tion 5 of the Flood Control Act of 1944. (Compare the Overton subcommittee 
numendment, supra, p. 4, with 16 U.S.C. 825s.) 


SuMMARY OF LEGISLATIVE HIstoryY OF THE SOUTHWESTERN POWER 
ADMINISTRATION CONTINUING FuNpd (16 U.S.C. 825s-—1) 

The First National Defense Supplemental Appropriation Act (enacted on 
December 23, 1943, approximately 1 vear before the enactment of the Flood 
Control Act of 1944 and 7 vears afier the enactment of the RE Act of 1956) 
appropriated $135,000 for SPA to defray the expenses of disposing of surplus 
energy from Denison and Norfork Dams. The Congress, having required all 
receipts from sales of such energy fo be covered into the Treasury, directed the 
Secretary of the Treasury to set up ont of such receipts a “continuing fund” of 
$100,000 to the credit of the SPA Administrator to enable him “to defray 
rencey expense and to insure continuous operation” (5 
R24s-1). 

In the budgets for the fiscal years 1948 and 1949, SPA requested unsuccess- 
ully that the “continuing fund” be increased to S3800,000 In both years SPA 
sought to justify the request upon the ground that the increase was necessar 
to make and earry out “wheeling contracts” for the transmission of SPA energy 
by privately owned utility companies, and thereby to avoid construction of dup- 
licating facilities in accordance with the declared purpose of Congress. SPA 
had made or was making a “wheeling contract’ with Texas Power & Light Co. 

The request was renewed in the budget for 1950; and the Interior Depart- 
ment apropriation bill for 1950 (ALR. 3888), as passed by the Honse, increased 
the “continuing fund” to $300,000 and provided that the fund might be used not 
only for defraying emergency expenses necessary to insure continuous operation 
but also 

“* * * to cover all costs in connection with the purchase of electric 
power and energy and rentals for the use of transmission lines and appurte- 
nant facilities of public bodies, cooperatives, and privately owned com- 
panies.” 

When the bill came to the Senate, the Senate Committee on Appropriations 
in its report recommended deletion of the provision to increase the continuing 
fund. The following is a portion of its report: 

“With further reference to the Southwestern Power Administration, the com- 
mittee recommends that the paragraph under the heading ‘Continuing fund, 
power transmission facilities’ be deleted from the bill. This provision proposed 
o set up and maintain from receipts a continuing fund of $390,000, including a 
sum of $100,000 in the continuing fund established under the Administrator 
of the Southwestern Power Administration in the First Supplemental National 
Defense Appropriation Act, 1944. 

“The said ‘continuing fund’ was intended to be used for the ‘purchase of elec- 
tric power and energy and rentals for the use of transmission lines and appurte- 
nant facilities of public bodies, cooperatives, and privately owned companies,’ 
and the committee reports that no law exists authorizing appropriations for 
such purposes” (Sist Cong., Ist sess., S. Rept. 661, pp. 3-5). 

The following are extracts from the debates on the floor of the Senate concern- 
ing the commifttee’s deletion from the bill of the requested increase of the con- 
tinning fund (Sist Cong., Ist sess., Senate, Cong. Rec., pp. 11650-12253) : 

“Mr. TnHomas. * * * Legislative language is contained in the section 
which, if approved, will authorize the Administrator to ‘purchase electric power 
and energy and rentals for the use of transmission lines and appurtenant facili- 
ties of public bodies, cooperatives, and privately owned companies.’ 

“If the language is approved, then the power of the SPA will be expanded to 
include not only the sale of electricity but in addition the Administrator will 
have the legal right to purchase electricity and to rent transmission lines and 
steam power-generating plants. The Administrator has no such power now. 
That is legislation in the bill inserted by the other body. If enacted, as stated, 
the power of the Administrator in the southwestern area of the United States 
will be vastly expanded * * *” (p, 11650). 

“Mr. Corpon. * * * ‘The problem I have been trying to get before the 
Senate, on which I should: like to see affirmative action taken, is the over-all 
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and so much greater question. Shall we as a Government go into the business 
of generating hydroelectric power separate and apart from our dams? It is a 
matter which should be determined before this committee is called upon to recom- 
mend the appropriation of a single dollar leading toward that end, because the 
authority does not now exist. At least at the time the 1944 Flood Control Act 
was passed the feeling was very strong it should never exist, and, so far as I am 
concerned, I am opposed to it unless it is absolutely necessary” (p. 11971). 

“Mr. Tuomas of Oklahoma. * * * Mr. President, the section which was 
passed by the House proposes to amend the existing section of the law. It 
proposes to increase the existing allowance of $100,000 a month as a continuing 
fund to $300,000 as a continuing fund. That is amendment No. 1. Of course, 
that is legislation. 

“The amendment further provides for broadening the authority of the Admin- 
istrator. Under section 5 of the Flood Control Act, the Administrator can do only 
one thing; namely, sell electricity. Under this amendment, if it is agreed to, he 
cannot only sell electricity, but he can purchase electricity and can rent transmis- 
sion lines and can rent appurtenant facilities. That is wholly legislation. The 
purpose of the amendment is to enable the Western Electric Cooperative, con- 
sisting of 11 companies in southwestern Oklahoma, to build a power plant at 
Anadarko, and then rent that power plant to the Southwestern Power Admin- 
istration. 

“Mr. President, the purpose is to enable the Administrator to have sufficient 
money with which to pay rent on a steam plant that is now proposed to be built 
not by an appropriation from the Congress but by a loan from the REA to 
these cooperatives. so as to generate electricity and to firm up whatever hydro- 
electric power may be developed. 

“The existing law also gives the Administrator the right to use the fund for 
emergency expenses and to insure continuous operation. The amendment now 
before the Senate would broaden that authority so as to enable the Administrator 
to purchase electricity and power and to pay rentals for the use of transmis- 
sion lines and appurtenant facilities of public bodies, and so forth. The term 
‘appurtenant facilities’ is intended to cover the steam plant, when it is con- 
eizucced. * * .*" (p.122@). 

“Mr. Haypen. Mr. President, I shall be very brief. The senior Senator from 
Oklahoma [Mr. Thomas] has placed in the Record a letter addressed to me on 
August 22 by Mr. Douglas G. Wright, Administrator of the Southwestern Power 
Administration * * * (p. 12251). 

“In his letter, Mr. Wright states the principles upon which he expects to carry 
out a mandate of Congress, under which Congress fully realizes that there is not 
sufficient public power in the southwestern area to supply all the possible pre- 
ferred customers of the Government. 

“When applications are received, say from cooperatives, to the effect that they 
desire as preferred customers to obtain power generated at a Government dam— 
and there will undoubtedly be groups of them—if those preferred customers are 
located within the territory presentiy being served by a private utility, Mr. 
Wright, as Administrator, will advise the private utility that he has these ap 
plications for Government power, and will inquire of the utility, ‘Are you will- 
ing to transmit Government power to these cooperatives? If the utility agrees 
to do that, Mr. Wright, as the Administrator, will enter into a contract with it 
on the basic principles of the Texas contract, which is, realizing that the hydro- 
electric power is not firm, if 1.000 kilowatts of power of any kind is fed into 
their lines, they will take ont of their lines 700 kilowatts at any place where 
the Government has a preferred customer” (p. 12251). 

“Mr. Hayden. I am not anticipating that much trouble at the moment. I 
want to state what I understand Mr. Wright has committed himself to do. 
beyond any question, in this letter. He has agreed that if preferred customers of 
the Government located within the territory of a private utility apply to him 
for power he will contact the private utility and say, ‘If you will wheel power 
to these Government customers on the same basis as that on which power is now 
wheeled by the Texas Power & Light Co. you will get a contract to do that, and 
the Southwestern Power Adininistration will not build any transmission lines 
in your territory.’ The private power company wil! have an option of per- 
forming the wheeling service or not. If the company says, ‘We are ready, able, 
and willing to build the required transmission lines, or ‘We already have them’ 
then it will get a contract. If they say ‘We do not care to serve your customers,’ 
the Southwestern Power Administration will then be provided with the money 
with which to build transmission lines and to serve the preferred customers. 
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But we do expect Mr. Wright to make a sincere effort, and we do expect the 
power companies, in accordance with the representations they have made, to 
accept that kind of offer. Of course, if some preferred customers at a great 
distance applied for power. it would not be feasible for the Government to build 
long transmission lines to serve them, and the request would have to be denied. 
But where the situation fits, both as to the group of customers and as to the lo- 
cation, so that a private power conipany can do the transmission job, we expect 
it to be done. As chairman of the subcommittee handling the appropriations 
bill, Lam going to hold Mr. Wright responsible for carrying out the pledge which 
he has made. He ends his letter by saying: 

“*A\s T advised your committee, it is our intention to continue our efforts in 
negotiations with the companies to arrive at reasonable arrangements for the 
maximum utilization of the existing facilities wherever possible, and it will not 
be our policy to construct transmission lines whenever reasonable arrangements 
for the use of existing facilities can be made.’ 

“By ‘reasonable arrangements’ we understand is meant an arrangement simi- 
lar to, or upon the basic principles of, the Texas contract” (p. 12252). 

‘‘Mr. Kerr. Mr. President, in a little while the Senate will vote, first, on the 
clarifying amendment offered by the junior Senator from Oklahoma with ref- 
erence to the fourth amendment of the Senate committee in the House bill 
relative to the appropriation to the Southwestern Power Administration. The 
purpose of the clarifying amendment with reference to the continuing fund 
is to make it crystal clear that there is no purpose, desire, nor authority for 
the Administrator to rent any generating facilities with the money in the so- 
ealled continuing fund. There is at this time a continuing fund of $100,000. The 
sole purpose of the language in this bill to increase it to $300,000 is to enable 
the Administrator to handle the increased volume. The Senate committee has 
indicated that he may make contracts with utility companies similar to the 
Texas contract. The Administrator has said it was his purpose to do that. 
If he does, he will be in the position of selling power on the one hand and buying 
it on the other hand. The sole purpose of the continuing fund is to enable him 
to do that; and the sole purpose of the clarifying amendment is to make this 
crystal clear * * *” (p. 12253 

The amendment proposed by Senator Kerr struck out the words in the 
House version “of transmission and appurtenant facilities of public bodies, 
cooperatives and privately owned companies” and substituted therefor the words 
“of facilities for the transmission and distribution of electric power and energy 
to public bodies, cooperatives, and privately owned companies.” This amend- 
ment was approved by the Senate and the provision increasing the continuing 
fund as proposed by the House became law as modified by the Kerr amend- 
ment (p. 12257). (See 16 U.S. C. 825s—1.) 

It is clear from the foregoing that the sole purpose of Congress in increasing 
the “continuing fund” was to enable SPA to enter into wheeling arrangements 
with privately owned utilities similar to the contract which SPA had entered 
into with the Texas Power & Light Co. In the light of its legislative history 
the language of the provision cannot be construed to authorize anything else. 

That it was never contemplated by Congress that the “continuing fund” might 
be used by SPA to acquire or operate electric facilities to compete with privately 
owned utilities is clearly stated in the recent Report of the Senate Committee on 
Appropriations on the General Appropriation Bill for 1951, as follows: 

“The subcommittee on Interior Department appropriations conducted joint 
hearings with the subcommittee on agricultural appropriations, which handles 
the appropriation for the Rural Electrification Administration, on the use of 
the continuing fund of the Southwestern Power Administration for the purpose 
of aiding in the construction and operation of facilities for producing and trans- 
mitting power for the use of public bodies and cooperatives. This program 
involves the expenditure of loans of considerable amounts by the REA to a 
combination of local cooperatives and the lease of the facilities by the South- 
western Power Administration. The continuing fund is being used for this 
purpose to an extent not contemplated at the time SPA was created. The com- 
mittee feels that the utmost care should be exercised by those administering 
this fund to avoid its use in any instance where it is not absolutely necessary to 
enable public bodies and cooperatives to secure sufficient power to supply 
customers. It is not the intent of the committee that the continuing fund be 
used directly or indirectly in the construction or operation of power-producing 
facilities and transmission lines to compete with private enterprise in areas 
where adequate power is available or will be made available within a reasonable 
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time at reasonable rates to the cooperatives and public bodies” (S. Rept. No. 
1941, 8ist Cong., 2d sess., p. 130). 

And in the Report of the Conference Committee on the General Appropriation 
Bill for 1951, it was stated: 

“The Southwestern Power Administration is expected to exercise its power 
generation and transmission authority only in line with its announced policy and 
the law” (H. R. 2291, 81st Cong., 2d sess., p. 37). 

[t is clear that in referring to SPA’s “announced policy” the committee had 
reference to the statements of the Administrator that it was his purpose to 
make contracts with privately owned utility companies similar to the Texas 
Power & Light Co. contract. 


SOUTHWESTERN POWER ADMINISTRATION 
TULSA, OKLAHOMA 
POWER INVOICE 


NARROWS DAM PROJECT 
Date: April 6, 1951. 
Invoice No.: 3-126. 
Service for period: March 1, 1951, to April 1, 1951. 
SOUTHWESTERN GAS AND ELECTRIC COMPANY, 
Shreveport, Louisiana. 

Make remittance in the amount of $17,250.00 payable to the Treasurer of the 
United States and forward to United States Department of the Interior, South- 
western Power Administration, P. O. Drawer 1619, Tulsa 1, Oklahoma. 


Contract rate : $17, 250. 00 
Withdrawal credits: 
Demand charge____- sls ; ; _Kw., @ $0.60 
Energy charge._____.--- ies _.Kwh., @ $0.004 
Ne OE i ee. ee i 
Total withdrawal credit NN TS, 
Net charge for period, as per contract Ispa—896_______- dice ttekia 7, 250. 00 


Remarks: 


Division of Finance. 

Division of Water and Power. (1) Operations. 
Blalock, (1) Engineering. 
Berry. (1) Desk-retained. 
J. B. Leslie. 


SOUTHWESTERN PowER ADMINISTRATION 
TULSA 1, OKLAHOMA 


Statement of energy supplied to Southwestern gas and electric system, period 
March 1, 1951, to April 1, 1951 


Watt-hour meter reading 


Meter con- - 
~— ae - .w.h. 
stant K. w. h 


Present Previous Difference 


March 30, 1951 (12 midnight). - ‘ 9, 072.4 6, 035. 6 3, 036.8 1,000 | 3,036, 800 


Total et cab f ‘ ...| 13,036, 800 


1 27,940 K. w. h. for station use. Supplied by Southwestern Gas and Electric Co, 


Statement of energy withdrawn from Southwestern gas and electric system for 
Government's account 
No energy withdrawn. 


(Whereupon, at 5:50 p. m., Friday, June 1, 1951, the committee 
recessed until 10 a. m., Monday, June 4, 1951. 





